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ABSTRACT 

This volume is the fourth module, "Enforcement," of 
the evaluation report documenting how States met the requirements of 
Title I of the Elementary and Secondary Education Act of 1965, as 
amended in 1978, and identifying exemplary State management practices 
and documents. The module begins with a history of enforcement under 
Title I up to its replacement by Chapter 1 of the Educational 
Consolidation and Improvement Act. The next section on continuation 
plans presents discussions on audits in two parts: withholding 
payment, and complaint resolution. The third section of the module 
reviews States' past practi ces, particularly as they may be relevant 
to future audit ^equirementsT^ccOrding to data collected, almost all 
States will need to modify their practices to conform to regulations. 
The discussion then turns to a review of the compliance areas that 
were reportedly audited by States. Some form of compliance auditing 
appears to have been conducted in 43 States, and the majority of 
States audited only 5 of the 7 requirements covered by auditing 
regulations. Finally, this section presents 17 exhibits, selected 
from those supplied by States, of portions from past audit materials 
using different compliance areas to demonstrate the audit report 
formats used. (MLF) 
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Introduction 



This management module Is one cf four produced by the State Title I 
Management Practices Study to provide information on various options that 
states. may use to manage their Chapter 1 programs. The four modules are 
on the following topics: 

• Application Approval, 

• Monitoring, 

• Parent Involvement, and 

• Enforcement. 

Each management- module contains examples of material^ produced by Title I 
coordinators, their staff, or their ^districts as part of their administra- 
tion of, the Title I program. 

Chapter 1 of the Education Consolidation and Improvement Act replaces 
Title I of the Elementary and Secondary Education Act. Under Chapter 1, 
more management decisions are left to states^ However, some states will 
have fever state administrative funds under /Chapter 1 than they did under 
Title I. These states may have Co cut back/ on their members of staff, 
which may mean that staff with specialized /expertise— in monitoring or par 
ent involvement, for example— will be let go in favor of more "generalise" 
types of stai:. Because of this potential loss of Title I experience, 
four management modules were developed to present a picture of some of the 
more creative practices and approaches used in past administration of 
Title I programs. While some of these requirements are not present in 
Chapter 1 or not included to the same extent as they had under the 1973 
Title I statute (Public Law 95-561), the results of the State Management 
Practices Study indicate that most of the Title I coordinators reported 
pl^ns to continue activities in these areas under Chapter 1 (Bessey, 
Brandt, Thompson, Harrison, Putman, & Appleby, 1982). It is hoped that 
the practices and examples included in these management modules can be <. 
adopted or a dapted^v^tntegeated- -s tates ^tnntnimal cos t7 or that states 
wishing to develop new practices may find some successful past examples 
presented herein, after which these new practices can be modeled. 

Content of the Management Modules 

Each module is organized into three sections: 

• a brief history of the management responsibility from Title I 
to Chapter 1, 

• states 9 preliminary plans for operating under Chapter 1 as 
collected by the State Management Practices Study through in- 
depth telephone interviews with 49 Title I .coordinators ^nd 
through ^follow-up interviews conducted onsite to a nationally 

... ^ _ _ representative .sample of 20* stares ;* and v ' w " 



• examples of successful materials and practices used by 
"""""states under Title I. 

e 

Selection of the Examples for Inclusion °ln the Management Modules 

As part of the State Management Practices Study, all state agencies 
receiving Title I funds were asked to send AIR materials, documents, hand- 
books, forms, applications, instructions, rules, checklists, and so on that 
they used in thei ;* administration of Title I programs. These materials 
were supplemented with other nCaterials collected by the U.S. Department of 
Education, such as the- Monitoring and Enforcement Plans, and specific 
materials solicited by the study staff that surfaced during the telephone 
interviews or the onsite visits. 

All of the materials and examples included in these modules are note- 
worthy — they were selected from thousands of documents collected from 
states. In some cases, the choices were difficult, since- several states 
had similar materials that were all considered to be exemplary. The final 
materials were selected on the basis of: 

• their interesting or unusual content, 

• their interesting or unusual format, 

• ease of reproduction, and . 

• a desire to present a variety of techniques and materials. 

It is important to emphasize, however, that some very successful practice? 
or materials from states may have been overlooked~either because they were" 
not submitted to AIR as part of the study's initial requests for materials 
0£ because an attempt was made to select materials from the largest number 
of states possible to ensure greater variety. 

Dse of the Management Modules 

It is intended that the materials and examples included. in each 
module will stimulate 'State Chapter 1 staffs to generate new and creative 
ideas for successful management of their Chapter 1 programs. Some of the 
examples are presented. in their entirety for ease in xeroxing if desired. 
Other examples are merely illustrative of a particular point or p'ractica. * 
In any case, states are encouraged to contact the Chapter 1 offices in 
state agencies that developed the materials to request more information. 
A list of the addresses for each of the states for which examples are 
included in the modules' is presented as Appendix A for informational 
purposes. 
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I. The History of Enforcement: ESEA Tiule I to ECIA Chapter 1 



"A fundamental tenet of a democratic society holds that 
governments and agencies entrusted with public resources 
and the authority for applying ttem, have a responsibility 
to render a full accounting of thei**-activities. This 
accountability is inherent in^th^ governmental process..." 

p (House Committee on 

\ Education and Labor , H- 
Res. 423, 1979, p. 230) 

While states 1 actual management of their enforcement responsibilitie 
has varied, there are activities common to most. These have been primar- 
ily based upon previous requirements, past good practices, and standards 
of quality within the audit profession. Generally, a state enforcement 
system may include procedures for: 

• review and approval of sub-recipient (LEA and state 
agency) applications ; ^ 

• financial and compliance audit| of both recipient (SEA) 
and sub-recipient activity; ^ 

• review and processing sutr-recipient audit reports, 
including procedures for resolution of identified audit 

exceptions; C 

? ♦ 

• requiring repayment- or withholding of federal fund^,* c> - 
depending upon the nature of the identified violation; t 

• resolution of complaints which °may inform the SEA of 
sub-recipient non-compliance; and 

• apprising the cognizant Federal agency of major areas of 
non-compliance in SEA or subrrecifrient activity,* espec- 
ially in cases of waste, fraud, and abuse. 

While not viewed by all states a^s an enforcement activity, mohitbrin 
of sub-recipients may a^so inform state staff of problem areas which, if 
not corrected, may be referred to audit staff for review.^ 

In appropriating funds under former ESEA Title I, Congress vested 
responsibility at three distinct Revels for ensuring that the requirement 

•'•LEA application approval is presented in a separate module (Putman, 
1982) due to its length and complexity. /"* 



2Monitorin> is addressed in a separate module (Appleby, 1982). In 

addition, monitoring is discussed at length in thfe study's final report 
(see Bessey, Brandt, Thompson, Harrison, Putman, and Appleby, 1982). 



and, ultimately, the intent of the program were followed. The U.S. Depart 
ment of Education was established as the grantor of funds riequiring the 
development, monitoring, and enforcement of regulations that guide and 
direct program implementation by 'grantees (usually states) and sub-grantee 
(usually LEAs) . States are similarly responsible for local school dis- 
tricts and other sub-recipients. 

This three-t.iered administration shared the responsibility for 
preserving program purpose at all .levels* of involvement and provided for 
enforcement of compliance by a proximate and knowledgeable authority 
(i.e., states were the primary enforcers of LEA compliance thereby 
preserving the intent of the program legislation) 

"Preserving the intent of the program thus necessitated the accounta- 
bility of program staff to their grantor, their public, and the Congress. 
A number of mechanisms were provided in the law fof maintaining this 
accountability at all levels. Among these were application approval, 
audits and audit resolution, withholding of funds; and complaint resolu- 
tion. While it may effectively be argued that enf orcemfcuit alone has not 
caused the significant levels of compliance that have existed in the V 
program to date, enforcement activities and the threat of sanctions for 
non-compliance have influenced program practices (Hill, 1979; Goettel, 
Kaplan, & Orland, 1977). Each one of these enforcement sections is 
reviewed briefly below. 

Audits and Audit Resolution 

The primary mechanism for Title I enforcement is the auditing «, 
Auditing of Title I projects has two primary purposes — to determine fiscal 
accountability and program compliance, fiscal audits assures that federal 
funds are properly expended and accounted for. Program compliance audits 
determine that federal programs are operating ±r <:<nif ormance with applic- 
able laws and regulations. A third purpose ot title i audits is to 
determine the efficiency and economy of progtf&i operations. The end 
result of an audit of federal programs usually Include!* (1) the determina- 
tion of whether the financial statements are pV&s^titvi fairly in accord- 
ance with generally accepted accounting prineinl&#, (2) the determination 
df whether the organization is in compliance vixth federal laws and regula- 
tions, (3) recommendations for correCwive action and for strengthening the 
management systems, and (4) a request for repayment of misspent funds, if * 
necessary, commensurate with the exceptions noted. 

Previous Auditing Requirements 

Several documents directed states' audit practices under Title I. 
These included: 

• General Education Provisions Act (GEPA; and regulations; 

• P.L. 95-561 of 1978; 
• • OMB Circular A-102P of 1979; 



• GAO's Standards for Audit of Governmental Organizations, 
Programs, Activi ties and Functions ; 

• GAO's Guidelines for Financial and Compliance Audits of 
Federally Assisted Programs ; 

• Education Division General Administrative Regulations 
(EDGAR) of 1980; 

• 1981 Title I Regulations; 

• OMB's Questions and Answers on the Single Audit Provi- 
sions of 0MB Circular A-102, 198 1; and 

• 0MB Compliance Supplement, 1980. 

Each of these is reviewed separately to provide historical perspec- 
tive. 

GEPA . Prior to the enactment of the 1978 Title I statute, education 
administrators were bound by the audit requirements in the General Educa- 
tion Provisions Act (6EPA) and the General Provisions for Programs Regula- 
tions (GPPR) , which contained general requirements applicable to all 
federally funded education programs, 

• Part 100b of GPPR (1973) related to state administered programs and 
included requirements for financial management and accountability, allow- 
able costs, monitoring and reporting, and subgrantee compliance. 

Section 100b. 301(h) specifically required that audits be made by the 
state agency or subgrantee to determine fiscal integrity and compliance 
with applicable requirements of the grant or subgrant at least once every 
two years. While agencies that received federal funds had to be audited 
every two years, auditors needed only to sample the agency's transactions 
or programsv and Ti tie I ~would~not~&<sc£^sari-ly^be^ included - eve ry t rlrn e a n — 
audit was conducted of that agency. 

P.L. 95-561 . Botl the House and Senate reports on the 1978 Education 
Amendments discussed previous findings that state and local agencies were 
in non-cqmpliance with audit requirements, particularly regarding the 
conduct of compliance audits. As a result, Congress decided to clarify 
and place within the 1978 Title I statute certain specific audit Responsi- 
bilities. The 1978 Title I legislation, for the first time, contained 
specific requirements for audits of Title I within Section 17Q. 

Section 170 of the 1978 Title I statute directed states to provide 
for audits of Title I expenditures to determine fiscal integrity of grant 
and sub-grant financial transactions and compliance with applicable 
requirements. The 1978 law did not specify the frequency of audits. 
..(Thia was jLater jaddressed ,by regulation.) States were required to 

establish procedures for timely and appropriate audit resolutions, includ- 
ing a process for repayment of misspient or misapplied funds. The 1978 
statute further directed ED to establish standards for audit resolution 



procedures of states. In addition, Section 171 required states to submit 
to ED a monitoring and enforcement plan (MEP) that would specify the 
aforementioned procedure's. 

A-102P. In October 1979, the Office of Management and Budget pub- 
lished "Circular A-102; Uniform Administrative Requirements for Grants- 
in-Aid to State and Local Governments, Attachment P-Audit Reguirements" 
(referred to as A-102P). The attachment was a result of an initiative by 
then President Carter to improve the auditing of federally assisted 
sprograms through increased audit coordination between federal agencies and 
greater reliance on audits to be made by state and local governments. OMB 
Circular A-102P is a final policy of the Executive Branch of the Federal 
Government and Is directed at federal agencies (44 FR 60958, 1979). It 
communicates that it is the Administration's policy that federal agencies 
require, through regulation, that state and local governments receiving" 
federal funds have audits conducted in conformance with A-102P stipula- 
tions. * , ^ 

© 

A-102P was not previously required of SEAs and LEAs through ED 
regulatibn; however, audits conducted in conformance with A-102P have been 
considered in compliance with audit requirements, ^s a result, soMe 
stages began to modify audit practices in terms of A-102P stipulations. 
The impact of A-102P will increase under Chapter 1. 

A^102P provides for independent audits of fiscal and program compli- 
ance on an organization-wide rather than grant-by-grant basis. 

Such audits are to determine whether (a) financial 
operations are conducted properly, (b) the financial 
statements are presented c fairly, (,c) the organization has 
complied with laws and regulations affecting the expendi- 
ture of federal funds, (d) internal procedures have been 
~esrabtished to meet the objectives of federally assisted 
programs, and^(ey~Tinancial repo£tsto the federal 
Government contain accurate and reTTabte-inf ormation. 

* (44FR 60959, 1979) 

In further explanation of the compliance audit, A-102P requires an 
examination of the: 

systems established to ensure compliance with laws and 
regulations affecting the expenditures of federal funds. •• 

(44 FR 60959, 1979) 

In addition, the audit examination must determine whether 

Federal funds are being expended in accordance with the 
terms of applicable agreements... 

* (44 FR 60959, 1979)' 

A-102P requires that audits be made at least every two years. SEAs and 
LEAs may arrange for independent audits and prescribe audit scope, consis- 
tent with A-102P, according to their own procedures. Any additional aiidit 
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work beyond that required by A102-P, including federal audits, is to build 
upon work already done. A-102P contains further requirements relating to 
the audit report and the responsibilities of the federal agencies 
overseeing the audit functions* 

Standards , In addition to its own specifications, A-102P stipulates 
that audits be conducted in accordance with General Accounting Office's 
(GAO) Standards for Audits of Governmental Organizations, Programs, 
ActivitTes, and Functions , (Comptroller General, 1981) , the Guidelines for 
Financial and Compliance Audits of Federally Assisted Programs , (Comp- 
troller General,' 1980), any compliance supplements approved by 0MB, and 
generally accepted auditing, standards. The Standards for Audit , first 
published in 1972/ provides background information and definitions of 
concepts and terms, find prescribes specific procedures, standards for 
quality work, and reporting guidelines. It describes three possible 
elements of audit scope: financial and compliance audit, economy and 
efficiency audit, and audit of program results. Most relevant to A-102P 
is the first, financial and compliance audit, and the definition contained 
within the Standards is consistent with that contained in A-102P. 

The Standards for Audit provides little new insight toward an under- 
standing of compliance auditing, repeating that the audit determines 

whether there is compliance with laws and regulations 
which could materially affect the entity's financial 
statements, 

(Comptroller General, 1981, p. 13) 

While this concept is explained later in the publication, it still pro- 
vides little information Jjglpful in planning the scope of audits for 
individual programs. 

Specifically, the auditors are to satisfy themselves that 
the entity has not incurred significant unrecorded 
liabilities (contingent or actual) through failufe to 
comply with, or through violation of, laws and regula- 
tions. 

(Comptroller General, 1981," p. 25) 

As noted in the discussion of A-102P, it is left to the ntate or local 
government requesting an audit to determine and prescribe the specific 
scope of the audit prior to the start of auait. (The minimum requirements 
to be audited f oi t compliance were later prescribed in the 1981 Title I 
regulations. In addition, both the House Report and Senate Report on 
P.L. 95-561 in 1978 indicated that the minimum scope of Title i compliance 
audits should include target area selection, selection of children to be 
served, supplemental use of funds and prohibition against general aid.) 

The standards contained in this GAO document also deal with auditor 
qualifications, independence, due professional care, and scope impair- 
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.merits. The issue of independence of the auditor, as prescribed by A-102P, 
has received a high level of attention by states. * 



In all matters relating to the audit work, the audit 
organization and the individual auditors, whether govern- 
ment or public, must' be free from personal or external 
impairments to independence, must be organizationally 
independent, and shall maintain an independent attitude 
and appearance. 

(Comptroller General, 1981, p. 17) 

Independence is considered critical not only in order that auditors' 
judgments and recommendations be impartial but also that they be viewed as 
impartial by outside parties interested in audit results. 55 ~ 

In addition to the detailed considerations of auditor Independence 
presented within the S tandards far Audi t , the publication refers the 
reader to the AICPA Code of Professional Ethics . 

Guidelines . The Guidelines for Financial and Compliance Audits of 
Federally Assisted Programs (Comptroller General, 1980) was the second 
document referenced by A-102P. The 1980 publication of the document 
(currently under revision) provided information to assist the auditor in 
planning the audit, studying internal control, and testing procedures for 
fiscal audit. The document provided' several relevant appendixes, includ- 
ing a fiscal questionnaire and documentation guide, illustrative financial 
statements, and 0MB Circular A-102P. Particularly relevarit to the fore- 
going discussions ..is the chapter on compliance audits. While the Guide- 
lines repeated many- of- the-definitions of^compliance auditing cited 

herein, it went further in referencing requiMment^to~be~^he^ked-^ln ~ 

determining compliance. 

Three of the most important requirements are recipient 
eligibility, coverage of services, and matching Tequire- 
ments* If funds are used to provide services not in-, 
eluded in the grant award, ...the total amount of the 
. award may have to be returned to the grantor agency. 

While these requirements may not cover all significant 
compliance requirements, they do include some of the most 
important ones and their verification at least would 
indicate that funds were used for their intended pur- 
pose*.. Other requirements that may be applicable 
include maintenance of effort, indirect cost rate deter- 
mination, and allocation and cost principles. 

(Comptroller General, 1980, p.9) 

Since A-102P requires the conduct of audits in accordance with the 
Guidelines, states had to consider the above specifications in planning 
the scope of their audits. 



EDGAR . In 1980, HEW published the Education Division General Admin- 
istrative Regulations {EDGAR) • These were subsequently renamed the 
Education Department General Administrative Regulations as a result, of the 
Department of Education Organization Act. 

Section 100b.700 "required SEA and. LEA compliance' with applicable 
mandates, plans, and applications. Section 100b. 702 required SEAs and 
LEAs to use fiscal control and fund accounting procedures that ensure 
proper disbursement of, and accounting for, federal funds. 

- Section 100b. 702 also referenced 45 CFR Part 74, Subpart H,V Standards 
for Grantee and Subgrantee Financial Management Systems. Section 74.61(h) 
required audits in conformance to GAO's Standards in order to examine, on 
an organization-wide basis, the fiscal integrity of financial transactions 
and compliance with the terms of the award for those programs tested. The 
regulation required audit frequency of once every two years, procedures 
for timely and appropriate audit resolution, and provision, of audit 
reports to a regional HEW Audit Agency office. (45 CFR Part 74 has, since 
been revised as 34 CFR Part 74, discussed later in this module. 

Section 100b. 730 of EDGAR required both SEAs and LEAs to keep spec- 
ific records including those necessary to facilitate effective audits. In 
addition, Section 100b. 731 required the retention of records which would 
demonstrate compliance with- program requirements. 

Title I regulations . In January 1981, ED issued regulations on the* 
1978 Title I statute. The issuance of regulations was delayed for several 
reasons. According to House Hearing records, the 1979 Notice of Proposed 
Rulemaking was delayed due to lack of clarity and existence of errors in • 
the proposed regulations. These proposed regulations had been an attempt 
to write rules in "common' sense," "non-bureaucratic" language (House 
Resolution 423, pp. 3-4). In an effort to be responsive to criticism, of 
that method, a second Notice of Proposed Rulemaking was issued in 1980 f 
and these regulations were made final in January 1981. When issued as 
final regulations in 1981, they clarified and expanded upon the provisions 
of the 1978 legislation. President Reagan's administration, however, 
delayed the effective date of these regulations until 30 March 1981 to 
permit further review. ED then changed some portions of these regulations 
to guidelines as of the effective date.- It is important to note that, 
during the time period 1978 until 1981, states also operated under ' 
directions received from ED through program directives, program reviews, 
and telephone conversations. 

Section 200.190 of the 1981 regulations required audits for both 
fiscal integrity and program compliance. Compliance audits were to 
include review of the following Title I requirements where applicable: 

c - . 

• designating school attendance areas; 

• children to be served; 



• fidelity of project to the LEA application; 



• supplement, not supplant; > c . 

• prohibition regarding general ai&; s 

• private school participation; 

• comparability; 

• maintenance of fiscal effort-; and ' 
c excess costs. ■ ■ « 

In addition, audits were generally to be conducted once every three 
years by independent auditors. Independence was defined as employed by 
the state but outside the Title I administrative unit or employed by a 
private firm that is supervised by the state. 

Sections 200.191 through 200,196 related to audit resoiution, 
appeals, repayment, use of repaid funds, and collection actions. 

Questions and Answers . 0MB issued Questions and Answers on the 
Single Audit Provisions of 0MB Circular A-012 in December 1981 that 
addressed several questions raised by A-102P. This document indicated 
that states are responsible for insuring that sub-recipients ^conduct 
audits in accordance with A-1G2P, review LEA audit reports and take any , 
appropriate follow-up measures. Correspondingly, during an audit of the 
state agency, the auditor is to: 

a. review the recipient's [SEA] system for obtaining and acting on 
subgrantee [LEA and state agency] audit reports; 1 % 

b. test to determine whether v the system is functioning in accordance 
with prescribed procedures; and 

c. ' comment on the recipient's [SEA] monitoring and disbursing 

procedures with respect to subgrantees [LEAs and stat& agencies, 
if warrented by the circumstances]. Reported questioned costs 
require consideration for materiality, possible adjustment of 
financial statements, and possible footnote disclosure. 

(Financial Management Board, 1981, pp. 5-6) 

0MB Compliance. Supplement, 1980 . In August, 1980, 0MB issued a 
compliance supplement that provided guidance for audits of the 60 largest 
federal programs. With regard to Title I, the document ^escribed the 
authorization, objectives of the program, and the major compliance fea- 
tures. These included the uses of funds and use restrictions relating to 
"instruction and services, applicant (SEA) eligibility , and beneficiary 
(LEA Title I programs) eligibility. 

Summary . The impact of this multiplicity of audit mandates and 
guidance was confusion over required procedures of states and varied 
practices among the states. To complicate this problem, enforcement of 

10 



17 



• -ci- 



aud it requirements was inconsistent. For example,' compliance auditing and 
independence of auditors were two long-standing requirements that were 
ignored by some states. In addition, many states previously questioned 
the applicability of A-102P requirements to their LEA. Title I programs. 
States expressed frustration over past audit requirements and procedures. 
For Chapter 1 programs, however, the requirements for auditing sub- 
recipients are intended to reduce burden and increase coordination of 
audit activities. 0 : . 

Future Auditing Requirements 

Guidance related to auditing Chapter 1 programs is available from the 
following sources: 

• ECIA of 1981, Chapters 1 and 3; ^ 

• 1982 Chapter 1 regulations; 

• 34 CFR Part 74.62; 

.. 0MB Draft Compliance Requirements; 

• GAO's new Draft Audit Guide ; and 

• GAO's Standard for Audits of Governmental Organiza- 
tions, Programs, Activities, and Functions . 

Each of these documents is briefly reviewed below. * 

ECIA of 198l l Chapter 1 of ECIA is far less prescriptive regarding 
audit procedures than Title I. Section 556(b) of the new statute requires 
that LEAs 

• • .keep such records and provide such information to the 
state educational agency as may be required for fiscal 
audit * ^ 

This, provisioti does not specifically indicate audits by the SEA; 
however, Section '596(a) of EQIA Chapter 3 (General Provisions) incorpor- 
ates Section 435(b)(5) of GEPA, which requires 

...that the state will use fiscal control and fund 
accounting procedures that will ensure proper disburse- 
ment of, and accounting for, Federal funds paid to the 
state. • • . * e 

' e f t 

While this is the extent of references to auditing Chapter 1 programs 
Section 591 of Chapter 3 authorizes ED to 

* issue regulations. • .relating to proper fiscal account- 
ing for funds appropriated under this subtitle. .. [a.id] •• • 
. which are deemed necessary ^to reasonably insure that 
there is compliance with the, specific requirements and 
assurances required by this? subtitle. 
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The Secretary is considering the issuance of an amendment to 
34 CFR 74.62, which will address the requirement of an audit plan in 
Sectibn 434(a)(2) of GEPA. Section 434(a)(2) of GEP A requires states to, 
submit to ED a plan for monitoring and enforcement of compliance*^ local 
agencies" with federal requirements, including independent audits. If 
issuecj, this amendment .would apply to Chapter 1. 

Chapter 1 regulations * ED released final regulations' for Chapter 1 
on 29 July 1982. The regulations provi'de some guidance for SEA planning. 
One of the major changes in enforcement activity provided in these regula- 
tions is that the provisions of EDGAR; Code of Federal Regulations 
(CFR) 34, Part 74 Administration of Grants, except for Section 74.62; and 
Part 76 State Administered Programs will not apply to Chapter 1. Instead, 
states may apply "equivalent 0 procedures of their own for financial 
management and control of their Chapter 1 program. However, states a 
continuing to use the provisions in EDGAR will be considered to be in • 
compliance with the accountability provisions of Chapter 1 (47 FR 6586, 
1982). 

Sections 200.56 and 200.57 of the regulations relate to recordkeeping 
requirements, audits, and access to records. Section 200.56(b)(2) re-* 
quires state and local agencies to keep 

other records that are needed to facilitate an effective 
audit of, the Chapter 1 project and that show compliance 
-with Chapter 1 requirements. 

Section 200.57(b) requires that any state or local governement that 
recieves Chapter 1 funds conduct audits in conformance with requirements 
of 34 CFR 74.62 

34 CFR Part 74.62 . By reference, EDGAR incorporated the general 
regulation for the administration of grants (34 CFR Part 74). Sec- 
tion 74.61 (h) set forth specif ic audit standards for all grant programs, 
including Title I. This 1982 amendment to,. EDGAR provides, for audit 
requirements established in 0MB Circular A-102 Attachment P: the conduct 
of audits on an organization-wide basis rather than a grant-by-grant 
basis, the requirement for fiscal and program compliance audits, audits at 
least once every two years, and the 'use of independent auditors. 

Organization-wide auditing has become known as the single-audit 
concept. ' This type of audit practice permits, an LEA to arrange for one 
audit of all its federal education programs to be conducted simultaneously 
by a single auditor (or 0 firm) , thereby reducing duplication of effort and 
disruption of local practice. Guidance on implementation of A-102P was 
provided to the State Management Practices Study by a regional Inspector 
General for Audit in Region VII. His memorandum is presented in Figure 1. 
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MEMORANDUM 

To: Kim Putman 

State Management Practices Study 

From: Rodney Small * 
Regional Inspector General, Region VII 
OIG Office of Audit 

Re: ' A-102P Audits ; 

The various Inspector Generals are required as part of their 
responsibilities as "Cognizant Agency" to provide guidance to recipient 
organizations anil* their independent auditors on how to satisfy the audit 
requirements imposed by OMB Circular A-102P. 

"At the onset of its relationship with a recipient organization, a 
cognizant audit agency should communicate with recipient organization 
officials and their auditors to foster an understanding of the require- 
ments of Attachment P. Ideally, such communication should occur on a 
face-to-face basis; however, written communications may effectively be 
used to accomplish this objective. This initial communication should be . 
designed so that the recipient organization and its auditors clearly 
understand what their responsibilities are under Attachment P. At a 
minimum, the following topics should be discussed "up front:" 

a. The recipient organization and/or its auditors should have in <- 
their possession all the reference material they need to properly 
conduct the audit (i.e., Attachment P itself, and the publica- 
tions cited in Paragraph 5, Attachment P). 

b. The recipient organization should Have a clear understanding of 
the qualifications requirements for auditors prescribed by the 
GAO Standards , Chapter IV. They should also understand that the 
auditor should be engaged in accordance with procedures which are 
in compliance with OMB Circular A-102, Attachment 0 and Paragraph 
16 of Attachment P. These understandings will help ensure that 
the recipient properly engages a qualified auditor. 

c. The recipient organization should clearly specify in its engage- 
ment agreement with the auditor that the audit will include the 
requirements of, OMB Circular A-102, Attachment P, and that 'all 
Federal awards will be included in the scope of the audit in 

'accordance with Attachment P requirements. 

d. Among the matters for which cognizant audit agencies wi 11^- upon 
request, provide technical assistance are: 

(i) compliance requirements for grants both included 
and not included in compliance supplements 
approved by OMB; and * 

Figure 1. Memorandum on Implementation of A-102P 
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(ii) assistance to auditors concerning the representative test 
of charges to Federal grants required by 0MB Circular 
A-102, Attachment P, Paragraph 7. 

e. The auditor who will perform the audit should clearly understand 
that Attachment P audits require the expression of opinions and 
inclusion of comments in audit reports or management letters 
which go beyond the standard opinions and comments usually 
presented in audit reports* 

The "up front" discussions with the recipient organization and its 
auditors should also include discussion of: 

(i) who to contact when questions arise; 

(ii) when the audit report will b§ submitted; and 

(iii) how, to whom, and how many copies of the report will 



be submitted* 



Figure 1 . ( continued) 




OMB Draft Compliance Requirement s . In February 1982, 0MB, in con- 
junction with AICPA, prepared a draft of a new compliance supplement to 
replace the 18 August 1980 OMB compliance supplement (Reed, 1982) 1 . This 
document, which is expected to be issued in .final form late in 1982, will 
provide for the specific compliance areas to be tested and audit proced- 
ures to be used during a compliance review. In the current draft, the 
Chapter 1 program mandates specified for review include: ■ 

• selection of attendance areas, Section 556(b)(1); 

• annual needs assessment, Section 556(b)(2); 

• private school participation, Section 557(a); 

• maintenance of effort, Section 558(a); 
supplement not supplant, Section 558(b); 

• comparability of services, Section 558(c); and 

• prohibition against general aid to education, Section 555(c). 

The final compliance supplement will coyer over 60 major Federal 
programs,' including Chapter 1. These 60 programs are to be tested on 
every audit conducted. Other federal programs may be tested on any audit 
but should be examined over at least a fouror five-year period. 

GAP Standards . In addition to its own specifications, A-102P refers ^ 
to the GA0 Standards for Audit of Governmental Organizations, Programs, 
Activities and Functions , previously reviewed (Comptroller General, 
'1981). Guidance provided in the Standards includes definitions of com- 
monly used audit terms and concepts, descriptions of procedures to be used 
in planning, conducting and reporting the audit, standards for the quality 
of the auditor's work, and formats for reporting. 

GAQ's Draft Audit Guide . The Guidelines for Financial and Compliance 
Audits of Federally Assisted Programs is currently under major revision 
(Task Force, 1982). The final document is expected to be issued in 
October 1982. The "draft" of this document indicates that it will be of 
great assistance in conducting financial and compliance audits of feder- 
ally assisted programs. This document identifies tt>e specific reporting 
requirements required by 0MB' Circular A-102P as well as provides detailed 
exhibits of how to satisfy these requirements. In addition, this document 
provides other specific guidance for the independent auditor regarding how 
to "plan" for the single audit, and it indicates what isexpected by the 
Federal Government as the minimum "scope" requirements for a single 
organization-wide audit. This, in conjunction with the compliance supple- 
ment discussed earlier, should clear up many uncertainties about the audit 
requirements specified by OMB Circular A-102P. 

It is quite clear that the requirement for fiscal audit contained 
within the Chapter 1 statute carries the full force of law. Regulations 
implementing the requirements of A-i02P have been published and apply to 
Chapter 1. 
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Withholding of Payment 3 



A. second component' of the enforcement system that, was provided under 
Title I is the authority tg withhold payments of federal funds in the case 
of violations of applicable law and regulations. 

The 1978 Title I statute provided that an SEA. notify the LEA or state 
agency of its intention to withhold part or all of its future funding, 
after opportunity for a hearing, due to non-compliant activities. Pending 
the outcome of proceedings to withhold, an SEA could also suspend payments 
to an agency. Withholding would continue until the SEA was satisfied that 
the LEA or state agency was in compliance, or until there was in effect a 
compliance agreement that specified the terms and conditions under which 
the LEA or state agency would achieve compliance. 

The 1981 Title I regulations elaborated on the procedures for with- 
holding, provided for suspension of payments, and permitted the SEA to 
return withheld funds to the same agency upon achievement of compliance 
(Section 2G0.200d) or reallocate the funds to other agencies if the 
non-compliant agency remained in violation of law. (Section 200.386). The 
regulations further described the use of compliance agreements in order to 
avoid the withholding action. The compliance agreement could be used only 
for current violations, and must have included details of the viola- 
tions), actions necessary to achieve compliance, and a schedule for 
resolving the violation(s) within 90 days. 

It is important to note that the agency could not be held liable for 
repayment of funds spent during the existence of the agreement on non- 
compliant activities specified in the agreement (Section 200.210c). That 
is, once the compliance agreement begins, the SEA can no longer withhold 
funds or request additional repayment for funds spent during the existence 
of the agreement for the violations covered in the agreement. 

One unresolved question involves both repayment and withholding. 
Might a state have used both sanctions for one violation — repayment for 
past misexpenditure and withholding to prevent further misexpenditure 
until the violation has been corrected? Theoretically, an SEA, . as a 
result of an audit, could have required repayment for disallowed costs 
because of a violation and, if the agency failed to correct the situation, 
could also have withheld future payments. As part of that action, the SEA 
could have also suspended payments pending the outcome of the withholding 
provision. Of course, the agency's application for the succeeding year 
could not have been approved until corrective actions were taken. 

This issue was raised after reviewing states 1 MEP audit sections and 
the guidance provided by ED for developing the. MEP. The ED model/ sample 
MEP stated that the withholding authority was a possible enforcement 
mechanism for monitoring, and repayment was the only specified "corrective 
action" cited for audit exceptions (ESEA Title I Program Directive, 
1979). Yet audit exceptions can be monetary or procedural. Monetary 
exceptions require repayment, while procedural exceptions require correc- 
tive actions. However,, nothing in the law or regulations directly 
addressed the authority to use either or bofh remedies (withholding and 
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repayment) to address violations, regardless of whether' the non-compliance 
was identified by monitors or auditors. 

Chapter 1 includes no specific withholding authority for states, only 
for ED. However, Section 200.59 of the regulations implementing the 
Chapter 1 program for LEAs contains the following provision regarding 
state rulemaking: M / 

To carry out its responsibilities? and SEA may, in / 
accordance with state law, adopt rules, regulations/ 
procedures, guidelines, and criteria regarding tfte.use of 
Chapter 1 funds, provided that those rules, regulations, 
procedures, guidelines, and criteria do not conflict with 
the provisions of— ■ 

(1) Chapter 1; 

(2) The regulations in this part; or 

(3) Other applicable federal statutes and regulations. 

Thus, the SEA does have the authority to adopt reasonable rules consistent 
with Sections 200.190-200.195 and 200.200 of the 1981 Title ^regulations 
relating to auditing and withholding of payments (Small, 1982). 

Complaint Resolution 

A third component of the SEA enforcement system authorized under 
Title I is the SEA requirement to 'adopt written complaint resolution 
procedures. While^'not always associated with enforcement, the statute 
referred to these resolution procedures as a mechanism to acquire informa- 
tion regarding violations <of Title I or other applicable GEPA provisions 
by receiving complaints and complaint appeals from LEAs and state agen- 
cies. Procedures were to include timelines for resolution, onsite inves- 
tigation (if. necessary), an opportunity for hearing, right of appeal to 
ED, and dissemination of such procedures to interested persons, including 
parent advisory councils. 

The 1981 Title I regulations elaborated on this area, specifying SEA 
resolution of complaints within 60 days (under normal circumstances) or 
referral to the appropriate LEA within 30 days. The regulations also 
described the content of an SEA final resolution of a complaint and 
provided for an appeal to ED within 30 days of receipt of the SEA's 
decision (Sections 200.180-200.188). 

Regarding future SEA respbnsibilities, the SEA complaint resolution 
requirement is absent from both the Chapter 1 statute and the accompanying 
regulations. However, adoption of complaint procedures at the SEA level 
is not inconsistent with the intent of Chapter 1. 



17 



24 



0 Summary 



<tis quite clear that both the Chapter 1 law and its proposed 
reguL tiQns are brief and general; the .primary objectives being to reduce 
regulatory burden and free the schools of unnecessary federal supervision, 
direction, and control. While it may be argued that lack of prescriptive 
regulation results .in increased administrative flexibility, it may also be 
argued that Chapter l*'Has a left program managers with many questions 
regarding permissible activities, allowable costs, and expected and 
required responsibilities. For example: 
* , 

• Question : What specific requirements must be checked in 
program compliance audits? Answ er: State and local 

v fiscal integrity and program compliance, especially those 

requirements specified in the new 0MB compliance ^supple- 
ment? 

• Question : Must Chapter 1 programs be represented among 
transactions tested or sampled under organization-wide 
audits every time a grantee* (SEA) or subgrantee (LEA) is 
audited (at least every two years)? Answer : X es,t The 

- • 60 largest ED programs, as listed in the new 0MB com- 
pliance supplement and including Chapter 1, must be 
tested on each financial and compliance audit. 

0 

• Question : May states use rulemaking authority to require 
activities by LEAs, particularly those related to LEA 
accountability? Answer: Yes. Section 200.59 of the 
Chapter 1 regulations allow for state rulemaking^-,.. . . 

• Question : As trustees of public funds, must states 
receive and resolve complaints in a Jtimely manner? 
Answe r: Since Chapter 1 is a state-administered program 
the decision is left to states. Complaint resolution is, 
however, considered good management practice. 

• Question : What enf orcement v> sanctidns may states employ to 
bring LEAs into compliance? Can ongoing SEA desk- 
auditing of LEA requests for reimbursements for unallow- 
able costs, coupled with technical assistance to correct 
the situation, serve a similar function? Answer: SEA 
sanctions remain virtually the same as und'er Title I. 

*■ 

While many of the requirements for auditing have not changed, their 
.enforcement is expected to result in modification of some states' prac- 
tices.. The reaction among recipients, of federal assistance to the lack of 
further audit guidance and lack of specificity of program mandates may .be 
fears of audit exception and a resultant wide range of enforcement prac- 
tices among states. The Chapter 1 regulations address this issue. 

To the extent feasible, the Secretary will give deference 
to an SEA's interpretation of < Chapter 1 requirement if 

is 
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that interpretation, is not inconsistent with the Chap- 
ter 1 statute, legislative history, and regulations 

' (47 FR 6585, 1982) 

It may be expected that it will be some time before state and local 
program officials beconUT familiar with Chapter 1 statute, legislative 
history, and regulations, and that change will.be marked yith a signifi- 
cant level of anxiety. It is also likely that management practices will 
change slowly from Title I procedures to Chapter 1 procedures. We may 
take a lesson from history in considering the possible future of Chapter 1 
regulation from ED« In reference to the years following the issuance of 
the 1965 Title I statute, an unnamed Washington observer reportedly 
commented about the similarity between that time and the present. 

Because many points weren f t clear in the first regula- 
tions published fot the ESEA after it was passed in 1965, 
the U.S. Office of Education began issuing a stream of 
clarifications and program guidelines, particularly for 
Title I. 

Over the years, the guidelines became so voluminous and 
confusing thar states and local education agencies 
pleaded. for self-contained regulations. When they got 
the regs, they pointed with horror to how long, and 
burdensome they were. Now the idea seems to be to make 
the regulations short again — so they will again need 
non-binding guidelines. (Robinson, 1982, p. 4) 

ED issued a draft "Chapter 1 Handbook" in March 1982. The handbook 
contains guidelines for SEAs administering LEA Chapter 1 projects; the 
guidelines are binding upon ED and non-binding on state and local educa- 
tion agencies. 

The contents of the Handbook include reviews of Chapter 1 defini- 
tions, state assurances, payments for state administration, LEA require- 
ments, services to local neglected or delinquent institutions, and appli- 
cability of other statutes and regulations. Included in the appendixes 
are copies of ECIA, the Chapter 1 regulations; and OMB Circular A-102P. 
While SEAs and LEAs will be encouraged to develop alternative approaches 
to the guidance offered by ED, recipients of fynds are likely to listen 
closely to the words of the body holding the purse strings. 
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II. States' Preliminary Plans Regarding Chapter 1 Enforcement Activities 



As states plan their Chapter 1 management, coordinators are looking 
to each other for further information regarding SEA responsibilities, 
clarification of unresolved issues, and creative ideas for implementa- 
tion. States have asked members of the State Management Practices Study 
to report inf o&ation on other states 1 plans. 

7 , 

The study addressed the area of SEA enforcement activities under ESEA 
Title I. State coordinators indicated what enforcement measures they 
would continue if f none were specifically required by law. Since the 
provisions of Chapter 1 were not in existence at the time of the early 
interviews, the answers to this question were purely speculative. As part 
of the interviews conducted ohsite to a representative sample of 20 
states, state-level personnel were queried specifically about their 
continuation plans under Chapter 1. By this time, Chapter 1 requirements 
were a little better understood, and state coordinators were beginning to 
make plans as to what aspects of their Title I practices would or would 
not be included as part of Chapter 1 management. 

the discussions on continuation plans are presented in two parts for 
audits, withholding, tlnd complaint resolution. Within each section, the 
speculative answers provided by the 49 Title I coordinators during the 
telephone interviews are summarized and interpreted first, followed by 
information obtained from the 20 state Title I coordinators in response to 
specific probes about their management plans under Chapter 1. 

r 

Audits and Audit Resolution * 

To assess the s£tte Title I coordinators' perceptions of the import 
tance of auditing and the future of th<> activity, fehey were first asked 
whether state and federal audits are necesssary. Most (N-38) felt that 
state audits are necessary activities; a lesser number felt that federal 
audits (N-28) are necessary. Some of these jfelt that, while audits of 
LEAs were needed, this responsibility should rest with the states, not the 
federal government. 

On the basis of their answers to the entire auditing section of the 
interview, coordinators were classified as having auditing attitudes as, 
follows: * 

• positive toward fiscal audits, positive toward program 
audits (N-16), 

• positive toward fiscal audits, negative toward program 
audits (N-27), and 

• negative toward fiscal and program audits .(N»5). . \ 

One state could not be classified. These attitudes reflect controversy 
regarding the merits of fiscal and program audits. 

i 

Continuation of fiscal auditscwas reported by 42 states; continuation 
of program audits was reported by 15 states.^ If auditing were not a 
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requirement for states, only four states felt they would not conduct . r 

audits, two saying they could not unless it was a federal requirement. In 

addition, threfe of these four reported general dissatisfaction with the t 

audit provisions of P.L. 95-561. This trend also held true among states 

that did not consider state audits necessary. While some problems may 

have been expressed by those states planning to continue auditing, most 

were not generally dissatisfied as a result of their experiences with 

auditing. * t 

-The 42 states that would plan to continue fiscal audits believed 
maintaining fiscal accountability was important to ensure that Title I 
funds are spent for their intended purposes. The level of frustration 
that Title I coordinators experienced in implementing program audits is 
reflected by the fact that only 15 states said they would continue program 
compliance audits;, another 19 stated strongly that they would not plan to 
continue program audits. This latter group of states also expressed 
general dissatisfaction with the audit provisions. 

Other audit continuation plans reported by states that they might make 
if audits were not required include: 

• rely on monitoring rather than program compliance audits 
to ensure accountability (N*20); 

• rely on state laws or. rules for audits (N-13); 

• modify certain audit procedures, such as repayment 
methods or conduct of onsite visits (N-6); ^ 

• place less overall emphasis on auditing (N*6); 

• rely on LEA. general education audits that also include 
Title I programs (N-5); and * 

• audit certain programs only, such as those programs with 
a history of problems, programs in large LEAs, or those 
programs requesting audits (N*4). 

A sizable number of state Title I coordinators (N-35) also indicated 
that there were other enforcement sanctions that could be used in addition 
to or instead of auditing. These sanctions are listed in Table 1. 
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■ v k Table 1 

-SEA Enforcement Sanctions Other Than Auditing 

Other Enforcement Sanctions Number of States 

Use Monitoring * 28 

Use Withholding, Compliance Agreements, . « 

and Repayment of Funds 7 

Use Technical Assistance °- '\ 5 

Use State Authority, Rules Law's. H . ■■ 

'Use General LEA Audits 6 

Use Federal Auditors 2 



Most preferred to use monitoring to enforce requirements of Title I. This 
comment is understandable, because monitoring has traditionally been under 
the control of the state Title I unit, .while auditing has not. ^Fourteen 
states indicated clearly that they would not want the federal government 
auditors to replace the state auditors and fulfill the SEA audit function. 

These data indicate that, while coordinators fael that fiscal accoun- 
tability is important, they prefer to use their own Title I program 
monitors for program review and improvement. 

The four states indicating that they would not plan to continue 
auditing were also the states classified as having the most anti-auditing 
attitudes. mentioned above. They felt that neither fiscal nor program 
compliance audits were necessary. The states with positive attitudes 
toward fiscal auditing but negative attitudes toward program audits 
generally reported an interest in enforcement sanctions other than audit- 
ing to ensure compliance with the program. ^ 

The multiplicity of past audit mandates resulted in a variety of 
attitudes toward auditing. Much of the negative comments regarding 
auditing may- be attributed to the confusion that resulted from inconsis- 
tent enforcement of audit requirements, as well as lack of knowledge among 
coordinators of this independent activity. 
. & ■ 

Follow-up interviews subsequently conducted onsite in 20 states 
provided an opportunity to discuss specific auditing plans under Chap- 
ter 1. Both the Title I coordinators and their auditors, where available, 
were queried about their future plans. 

Most states (N»19) indicated that they would continue fiscal audit- 
ing.; Only one state was unsure whether or not fiscal audits would con- 
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tinue. Only a small number of states (N-6) indicated they would continue^ 
program audits; the remainder responded negatively or were unsure of 
future plans in this area. This result is not unexpected for several 
reasoits: « . 

• Most state Title I coordinators (N«32) had less than 
positive attitudes toward progrjam audits. 

• In the absence of federal audit requirements, few (N-15) 
states indicated they would continue program audits. 

• The regulations for ECIA and the revised EDGAR regula- 
tions, which required implementation of OMB Circular 
A102-P, had not been released as of the date df the 
interviews. Thus, based upon the language of ECIA, 
several states thought that they would no longer be 
required to conduct program compliance audits. 

It is now apparent that A102-P audits will be enforced for federal 
program auditing, including Chapter 1 programs. Unstructured follow-up 
contacts with a small sample of coordinators indicated that plans are 
currently underway in some states for implementing A102-P. Based upon the 
data presented here, and the requirements for A102-P described in the 
introduction, further changes to states auditing practices are expected. 

Withholding of Payments 

Almost all coordinators agreed that, if there were no enforcement 
sanction in the law for withholding payments - , they would include some as, 
part Of their program management (N»34). Seven coordinators said they 
would use it, because they like or need the authority when dealing with 
some of their LEAs. Ten coordinators, however, indicated that use of 
withhold? as an enforcement sanction depended upon the presence of a 
federal/state mandate or approval from state policymakers. 

1 r 

t 

Although most coordinators preferred to have the law regarding with- 
holding of payments unchanged, a sizable number (N»27) felt they could 
enforce compliance in other ways. Teti coordinators said they could 
enforce compliance through persuasion, threats, coercion, or bluffing; six 
suggested enforcing compliance through current activities, such as moni- 
toring or auditing; and three suggested withholding approval of LEA 
applications. Three coordinators, however, felt that withholding of 
payments is the best or most effective way to enforce compliance. 

State Title 1 coordinators from a sample of 20 states were queried 
specifically about their plans to use withholding of payments as an 
enforcement sanction under Chapter 1. 

Most of these coordinators (N-14) felt that they would continue to use 
withholding as an enforcement sanction, while the remaining (N-6) states 
indicated they would not or that they were unsure of their plans. 



23 



States that planned to continue to use withholding felt strongly that 
withholding helped strengthen their program management. Some of the 
comments made by the Title I coordinators include: 

. States have the right . and the obligation to stop any 
activities that are illegal or educationally unsound. 

Withholding is a useful threat. We will use it in the 
most extreme circumstances to effect compliance. 

Withholding, in some cases, is the only way to bring 
„ schools into line. 

If you slap the wrists of an, LEA once, the others will 
stay in line. 

r 

Withholding of payments is the only leverage a state has 
to change procedures. 

Those states that were unsure of their future use most often cited 
uncertainty over a perceived lack of federal mandate in this area. In one 
state, the coordinator expressed frustration over the state's perceived 
lack of authority in this area. This coordinator said: 

I hope LEAs do not push too hard in this area. While a 
precedent in the state does exist for a noncompliance 
action to mean "no money," the precedent was backed by 
both State Board rulings and federal law. If withholding 
is not allowed, what do I do with my large LEAs? After I 
try enforcing with bluffing and coercion and fail, what 
next? 

c 

0 J 

Only after the interviews were conducted, however, did the study staff 
learn that ED f s interpretation of the rulemaking provision added to the 
Chapter 1 regulations extended to the use of withholding of payments. 

Comments made by the states indicated that they would not use with- 
holding of payments under Chapter 1 include: 

We never used it under Title I and won't start now. We 
will work out problems before they get to the Withholding 
stage. - 

We don't plan to withhold payments, because there are 
fewer things to withhold payments for. 

Other than the possibility that states may not be able to withhold 
funds without an express federal mandate, only two coordinators anticipa- 
ted problems in carrying out their withholding actions. They both cited 
problems caused by lack of SEA staff and resources that would bfe needed to 
get a procedure into place and then to carry through with it. 
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Complaint Resolution 



v Most Title I coordinatprs (N-34) reported that they would plan to 
continue using, complaint resolution procedures as part of their program 
management, even if the law does not require it. Eleven coordinators were 
adamant about this f act , indicating that they would continue as in the 
1978 legislation regardless . Five state coordinators said they would 6 
coutinue as in the 1978 legislation, but without the 0 provision allowing a 
complaint to go directly to the federal level. Another group of coordina- 
tors indicated that, without requirements in federal law, they would rely 
on their own state's due process statutes or procedures. Five states were 
willing to $et up more informal processes or to accept LEAS procedures in 
this area. Finally, three coordinators said that they would do whatever 
their Chief State School Officers wanted. 

Specific continuation plans for the use of complaint resolution 
procedures under Chapter 1 were asked of a sample of 20 state Title I 
coordinators during subsequently conducted onsitfc interviews. Fifteen of 
these coordinators felt that they would continue to incorporate formal or 
informal complaint resolution procedures in their program management; five 
were either unsure of their plans or planning not to continue using 
complaint resolution procedures. • 

Comments made by the coordinators desirous of continuing complaint 
resolution procedures in their program management include: - 

We will continue a& before (resolving Complaints) to main- 
tain peace and harmony between the public and local school 
districts. 

We will use current procedures. It's a good idea to have a 
structure in place inhouse — we're better protected in case 
of law suits 4 

• We will keep our same procedures, although we have not used 
them much. The large cities, though, are political enough 
that they , too, need procedures of their own, regardless of 
the law. . * • 

It is- comforting to the public to know that we d£ have a 
complaint resolution procedure, although we've practically 
never received any complaints. 

A complaintfl^jflblution procedure i,s in line with our philos- 
ophy to permit opportunities for the people to be heard. J 

Some of the coordinators who planned to continue formal resolution 
procedures (N*5) planned to rely on their state-developed, (not Title I 
specific) procedures in the future. They felt their state agency-wide" 
procedure was more effective than a procedure that might differ program by 
program. 
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The three states that were unsure of their future continuation plans 
cited lack of a federal mandate and lack of state authority to require 
districts to follow written complaint procedures as their primary reasons. 

7k reactions of two states that planned not to continue with their 
complain ^solution procedures include: 

This is a trivial issue* 

The less said about it, the better. 

For both states, the state coordinators had felt that the procedures were 
used inappropriately in their states by some local individuals or groups 
that were trying to force a point with the local administrators. Since no 
other avenue to file complaints was perceived by these individuals as 
available, .they decided to use the Title I complaint procedures that were 
accepted and made known to the public. The state coordinators were 
frustrated over the fact that much time and effort had been wasted to 
resolve formally submitted complaints that were only marginally related to 
Title I programs. The LEA requirements of "program purpose" and "suffi- 
cient size, scope, and quality" apparently were defined vaguely enough by 
the statute that any groups willing to file general complaints were able 
to use areas such as these for the basis of their complaints. 

It may be due, in part ,• to situations such as °these, or to the amount 
of paperwork generated by the Title I complaint resolution provision that 
prompted 12 coordinators to plan to' modify their procedures under Chap- 
ter 1. While five planned to utilize their state-agency procedures as 
indicated above, others planned to loosen some of the current requirements 
as follows: *' 

• relax the time lines (N»2), 

• rely primarily on informal (not formal) complaints <N*2), 

• require only that LEAs — not the SEA — have complaint 
resolution procedures (N»l), or 

• encourage LEAs to have their own procedures (N«l). 

One coordinator indicated that he thought the contents of the complaints 
under Chapter 1 would differ in that more would be filed by parents and 
PACs in order to keep their voice in the Chapter 1 program issues. 

Only one coordinator anticipated that he would have any problems with 
continuing to have some sort of complaint resolution policy. Lack of 
staff time to intermesh the Title I policies with those of the state was 
used as the primary problem. , 
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III. Examples of Enforcement Practices and Materials 



This section of the module discusses states 1 past practices, par- 
ticularly as they may be relevant to future audit requirements. The 
discussion begins with a review of the extent to which states 1 practices 
approximated the conditipns of A-102P auditing and the extent of change 
that are expected in auditing practices as states conform to A-102P. 

The discussion then, turns to a review of the compliance areas that 
were reportedly audited by states according to a review of telephone 
interviews and materials provided to the State Management Practices 
Study. Finally, this section presents some portions from past audit 
materials that may serve as example formats for future audit materials. 

It is important to keep in mind that the Study did not receive 
auditing documents from all states. It was often difficult to determine 
audit practices based upon the materials provided. In addition, the 
materials provided in some cases do not reflect changes in audit practices' 
as reported by Title I coordinators. Therefore, it is emphasized that 
those practices discussed or materials presented here may not be the only 
good examples that states may wish to follow. These are merely represen- 
tative of the materials received and reviewed. 

A-102P Auditing 

It was very difficult to determine from telephone interviews and 
document review^ the extent tp which states' audit practices were in 
conformance to A-102P. Four primary stipulations regarding A-102P were 
examined: 

• . independence of the auditor, 

• frequency of audits, 

• financial and compliance audits, and 

• single audit concept. 

Each of these is discussed below. 

Independence of the Auditor . While all states apparently used 
auditors independent of Title I staff to conduct fiscal audits, this was 
not the case for program audits: Seven states reported that their Title I 
units conducted program compliance audits, and six reported conducting no/ 
program compliance audits at all. Among the remaining states, 36 con- 
ducted compliance audits with staff outside the Title I unit. These data 
indicate that audit practices in 13 states must be modified to obtain 
conformance with the independence of auditor standard in A-102P. 
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Of the 43, states conducting program compliance audits, 14 scheduled 
audits at least every two years. In 28 .states, .audits were done less 

frequently, and, in one state, a determination regarding frequency of 
audits could not be made. 

In the future, 21 states must increase the frequency of fiscal audits 
and, in order to comply with A-102P, program audits must either increase 
in frequency or begin for the first time in 35 states. 

Financial arid Compliance Audits . All 49 states interviewed conducted 
financial audits. In addition, 43 conducted program audits. n In the 
future, six states must begin compliance audits in order to comply with 
A-102P. 

Single Audit Concept It appears from the document review that most 
0 states conducted audits on a grant-by-grant basis. While this determina- 
tion was difficult to make, based on data available, at least five states 
conducted organization-wide audits. This indicates that as many as 44 
states may need to modify their practices to conform to A-102P stipulation 
of single auditing. 

Summary According to data collected, almost all states will need to 
jnodify their practices to conform to A-102P. Informal communications with 
state Title I coordinators indicate that some states have already begun 
this transition. We know that one state has conducted A-102P audits for 
two years and is now in the third year. In Exhibit 1* A-102P audit 
procedures are explained to a school district scheduled for an audit. 
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Exhibit 1. (Missouri)-- Letter Regarding Audit Procedures 

CUSACK, MENSE, BROWN & CO. (page l of 5) 

CERTIFIED PUBLIC ACCOUNTANTS 
Suite 210 Miners Bank Building. P.O. Box 81 8 
Jopiin , Missouri ,6480 1 
Telephone 41 7-623-2505 



PAATNCJtS 

THOMAS C. CUSACK. CP, A. 
EUGENE M MENSE. JR.. CP A. 
JAMES 6. BROWN. CPA. 
JIMMIED. ALLEN. CP A. 
OEBOflAM A. MCCOY. CP. A. 



July 1, 1981 



Bates County School District R-4 

110 Vest Olive 

Rich Hill, Missouri 64779 

Gentlemen: 

As you are no doubt aware, the Missouri 6 Department of Elementary and 
Secondary Education will b& requiring, as a part of all school district audits 
this year, a rather extensive compliance audit of all federal programs in 
which the district participates which are of a categorical nature. This will 
include ESEA Titles I, IV-B and IV-C, Public taw 94-142, Vocational Education 
Act, Comprehensive Employment Training Act (CETA) , Adult Basic Education, 
National School Lunch Program, Follow Through, and The National Energy Con- 
setvation Act. See Commissioner Arthur Mallory's letter to School District 
Administrators of April, 1981 for official notification of the State require- 
ments. 

These requirements, which are far in excess for. all programs except Na- 
tional School Lunch of those which we havsi had the following previous years, 
are a result of new requirements by the Federal Department of Education and 
the Federal Office of Management and Budget. Specifically, 0MB has issued 
attachment "P" to Circular A102 which applies to all school districts nation- 
ally. It requires an addition to the traditional financial audit, a compre- 
* hensive compliance audit of all Federal Categorical Aid Programs. It further, 
through the compliance supplement thereto, requires rather specific in depth 
testing of certain compliance areas within these programs. The .Federal De- 
partment of Education is charged with monitoring and Implementing this re- 
quirement, and ^s such has worked with the Missouri Department of Elementary 
and Secondary Education to establish appropriate audit criteria. Under the * 
Federal Department of Education guidelines we would be required to review 
compliance only for those federal programs which we deem material in relation 
to the total federal dollars received by the school district. However, the 
Department of Elementary and Secondary Education, with the permission of the 
Federal Department of Education, has opted for still a more stringent require- 
ment, i.e. that we audit compliance for all federal programs rather than just 
those which would be material under the federal definition. This, of course, 
means additional time and cost. We have corresponded with Mr. Rod Small who 
is the Regional Inspector General for Audit of the U.S. Department of Educa- 
tion in Kansas City regarding the ability of the State of Missouri to impose 
-additional requirements, and he has advised that it is in fact legitimate for 
them to do so and that his department will be enforcing these more stringent 
^requirements with respect to all Missouri School Districts. 
O 29 
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Exhibit 1 (page 2 of 5) 

You should also be aware Chat the Missouri Department of Elementary and 
Secondary Education will review all of the audit reports for adherence to the 
new requirements with regard to compliance audits and federal programs and will 
reject any that are not in such compliance. This will include the requirement 
of a separate statement of revenue is and expenditures with regard to each project 
under each federal program appearing in the audit report as well as the detailed 
compliance steps and the report thereon. DESE will then forward all reports to 
the U.S. Department of Education for their review and approval. Should a dis- 
trict not receive approval at either level, then the future funding of their 
federal programs will be in jeopardy. It is our understanding that this means 
the funding of all federal programs and not just one or two for. which the State 
and Federal governments might find the audit report to be unsatisfactory. 

Finally, the personnel of the U.S. Department of Education will be visit* 
ing auditing firms during the next fiscal year to review on a test basis their 
detailed working papers oh compliance auditing as well as the financial auditing 
of federal programs. Our discussions with Mr. Small have indicated that they 
will review the accountants 9 working papers on the audits of approximately 20% 
of Missouri School Districts annually. Thust it would appear that thd account* 
ing firm and the school district would be well advised to do the work required 
by the detailed guidelines and to appropriately document same. Failure to do 
so would quite likely result in the district's losing its federal funding and 
the accountant being subjected to disciplinary action or revocation of his 
license to practice by the Missouri State Board of Accountancy. 

After reviewing the requirements in- depth and reviewing the current proce- 
dures which we perform in the compliance area for federal programs in our normal 
school audit and the almost necessity of having the personnel who actually carry 
out, certain federal programs on hand when the compliance testing is performed, 
we have adopted the following procedures: 

Compliance auditing o£ the National School Lunch Program, Comprehensive 
Employment, Training Act (CETA), National Energy Conservation Act, and 
Adult Basic Education Act will be performed during the conduct of our 
regular school audit at the times previously set therefor and will be 
covered by the basic fee which we have already set for the audit. * 

The financial audit of all federal programs will be performed during 
the regular school district audit at the time previously scheduled 
and will be covered by the basic audit fee. 

Compliance auditing for ESEA Titles I, IV-B and IV-C, P.L. 94-142, 
Follow Through, and the Vocational Education Act will require substan- 
tial additional time and procedures and thus will be performed at a 
time subsequent to the regular school district audit. As our current 
audit calendar runs through August 21, 1981, and due to the fact that 
most of these programs 1 will involve observing of classes being carried 
on under these federal- programs, we will schedule the compliance audits 
with respect thereto beginning after school resumes in the Fall. To 
facilitate this, we have grouped our compliance audits at school dis- 
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• tricta in similar geographic area* within the same time frame and thus, 
will hope to minimise the cost to the district of our out-of-pocket 
•xpenses for travel, .lodging, and food. The date or dates on which 
we expect to be at your District are indicated in the bottom margin of 
'this letter. Should these dates be totally unsatisf ac-ory, please 
correspond with us at your earliest convenience and we will attempt to 
adjust them. ■ . 

As r»oted., the compliance procedures on these federal programs will in- 
volve substantial additional audit steps pursuant to the requirements 
adopted recently by DESE and the Federal Government. Thus, we- a re un- 
able to perform them during iour regular audit and wi^l be charging 
your District an additional fee to perform chis compliance audit as per 
the paragraph in our engagement letter covering additions or substitutive 
changes In federal program audit criteria. We do feel that it would be 
unfair to charge the district full billable time for the performance of 
this compliance audit. Accordingly, we will bill the district on the 
basis of the actual time required at the rate of $50 per hour plus our 
actual out-of-pocket expenses for travel, lodging', and meals. This 
represents a substantial reduction over what, the hourly rate would be 
at our standard rate. Our compliance auditing team will be composed 
of one partner (either Debbie McCoy or myself) and one of our more ex- 
perienced staff accountants. Should we bill £he district for these 
personnel at our normal hourly rates, the billing would be between $65 
and $70 per hour. It is our understanding that the Department of Ele- 
mentary and Secondary Education is expecting the imposition of these 
requirements to double or triple existing school audit fees (Ref. comments 
made by Mr. Jim Bowers, DESE Internal Auditor at Seminar for School Of- 
ficials and Auditors on New Requirements in Jefferson City on' June 24, 
1981). We certainly do not expect this to be the, case as may be seen 
by the hourly rate quoted and the day or days indicated below which we 
expect will be Required to. perform the necessary procedures. 

In order to minimize disruption of your business and educational functions 
and to maximize our productivity during the engagement, «re are enclosing 
herewith copies of those items which you should have available for us with 
regard to compliance auditing of the federal programs. Please disseminate 
this information to the responsible individuals end make sure that these 
" ems J are available for us upon our arrival to do the compliance audit. 
Should you have .any questions regarding, these materials, plrase contact 
either myself or Debbie McCoy and we wil}. attempt to clarify them for you. 

^As mentioned above, the DESE and federal requirements will dictate that our 
opinion on school district compliance with federal program requirements and the 
required schedules of revenues and expenditures on each federal categorical want 
program will be included in the district's audit report. Accordingly, we will be 
unable to complete the district's audit report until after we have performed the 
required compliance procedures. This will mean that most of you will not receive 
your reports until sometime in September or early October at the latest. This will 
be in time to meet the statutory requirement of filing the report. with the State 
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prior to October 31. 1981 (Ref. Section 165.121(4) RSMov). We will, however, 
at the close of the regular district audit provide you with any adjusting en- 
tries and the amounts of the audited fund balances so that you may open your 
1981-1982 books on a timely basis as well as preparing any required corrections 
or amendments to the Secretary's Report. 

Wa appreciate very much your cooperation in this matter. We, as a firm, 
are not particularly thrilled with the idea of these additional requirements 
and the attendant cost increases which it puts onto the local school district. 
Perhaps in future years, as we see a restructuring of the concept of federal 
aid to education and resulting changes in the regulations thereunder, we can 
reverse what has become a steady trend of increasing program regulations and , 
auditing thereof. However* for the time being, it appears that we have no 
choice but to meet the new requirements. Please contact us should you have 
any questions or need additional information regarding this matter. It is 
certainly virgin territory for .both your District and our Firm and hopefully ' ' 
we will be able to get through it economically witE a minimal disruption of 
your educational process „ 

* * 

Very truly yours, 

* Certified Public Accountants 

James E. Brown. Partner 

ss ; 
Enclosures 



Audit Oat'e(s) : 

8-31-81 
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. .' ESEA TITLE I Exhibit 1 (page 5 of 5) 
THINGS SCHOOL DISTRICTS SHOULD HAVE AVAILABLE TO THE AUDITOR 

1. Free lunch Jata by school. Be sure Co include private school daca. . - 

2. Application document with all amendments and financial reports, . 
3* Meeds assessment data: 

a. enrollment data (public and private) 

b. master lists by. school of educationally deprived students ' 
c list of drop outs from private and public schools 

d. list of children in special schools or institutions but would otherwise, 
attend the public school 

% e. list of children in neglected or delinquent institutions and reside in 
the public school district. 
4. Title I purchase orders - best to sort by school. 
• .Comparability repo its and back-up work sheets. 

; Payroll information as to salaries and fixed charges for Title I personnel. 
.Previous year's evaluation report. (The state now provides a computer 
report analyzing the evaluation information by subject area.) 
. Liac of personnel paid with Title -I and where assigned (duties). 
. Time documentation for fractional FTE positions. 
. Inventory record of equipment. 

■ Inventory of materials if the district keeps such/an inventory. 

■ Copy of Title I On-Site Monitoring and Program Review Repor, completed by 
DESE Project Supervisor. 
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Compliance. Audits 

: frogram compliance audits have appeared in 'several past requirements, 
including General Provisions for Program Regulations, GAO's Standards and 
Guidelines , P.lV 95-561 and the Title I regulations, and OMB Circular 
A-102P, EDGAR. State Title !• coordinators were~queried about the scope of 
their .compliance auditing. States varied^in terms o"f program areas 
selected for audit as s^jpwn in Table 2. As migjit .be expected, those 
program compliance requirements relating to financial management and * ..." 
designation *of school attendance area requirements were c mo£e commonly 
audited.^ Those items starred (*) were required by the f?81 Title I 
regulations to be covered by audits of LEA programs. 

Through the telephone interviews and reviews of states 1 documents, 
43 states appear to have conducted some form of compliance auditing; 
6 states appeared to have conducted ^o, program cb'mpliance audits*. While a 
total of 30 LEA requirement? were audited* by states, the majority of 
stated audited only maintenance of effgrt , supplement not aupplant, 
comparability, designating ^school attdnd^nce areas, and children to be 

served. * c 

« * — ■ — 

Unexpected was the extent to which program compliance audits have not 
been conducted according to the requirements.* It was expected that a 
requirement as long-standing as this would have been implemented widely. 
Ten states, however, v reported initiating -compliance audits ojE Titlg I 
after the 1978 law, and at.' least thirteeti states appear to have been out. 
of. compliance wit ^'requirements for compliance auditing- during the Study's 
interviews. - * ■ . 
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Table 2 



LEA Requirements .. * # Aufftfie 



Funds Allocation 
- * a. Maintenance of ef fort-126(a) 


29 


* &• txcess coscs-I^chd; 


lb 


c. Supplement not supplant-126(c)&(d) c 


32' 


, d. Comparabilltv-izpiej 


29 


0. ^xcluaioips from excess costs and 
comoarability-131 


A 


f. Limited exemption p to supplement 
,not supplant-132 


1 


*, 

Tarffetin* and Eligibility • 
- * a. Designating school attendance 
areas-122 


J/ 


-* b- Children to be served-123 


37 


* c. Private school participation-130 


25 


d. Schoolwide projects-133 


4 


Program Desisn and Plannins-124,129,134 


3 


a. Requirements for design- and imple- 
mentation of programs-124 
1. P|ini^P of nrfjyyam-'fg&fal . 


2. Assessment of educ. need-124(b) 


14 


3. Plannine-124(c) 


6 


4. Sufficient, size, scope, and 
qualitv-124(d) 


6 


<5. Expenditures related to ranking 
of project areas & schools-12A(e) 


8 


6. Coordination with other 
pro«rams-124(f) 


10 


7. Information dissemination-124(h) 


0 


8. -Teacher & school board 
participation-i24(i) 


10 


9. Training of education aidesl24(j) 


15 


10. Control of tunds-li!<Km) 


13 


11 . Cons true tion-124 (n) 


5 


12 .Jointly operated progranis-i^Hvo; 


3 I 


13.Accountabilitv-127 


.: 8 


14. Complaint resolution- 128 


6 




D 


16 .Noninstructional <fcities-134 


8 


Evaluation 

a. Evaluation-124(g) 


10 


b. Sustaining gains-l,24(k) 


6 


Parent Involvement 

a. Parent involvement-124(j) 


10 


6i Parent Advisory Councils-l2^> 


19 



Other 
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Audit Materials 



The materials presented here are representative of documents provided 
by states to the Study. For the purpose of presentation, different 
compliance areas are used to demonstrate the audit report formats used in 
states' ' documents ." Discussion of all the examples preceeds the exhibits. 
It should also be npted that not all of the procedures presented In this 
sections were fully implemented by states. 

Exhibits 2A and 2B contain materials prepared by the Arizona Audit 
Division of the Department of Education. The Audit Guide for Title I 
programs includes discussions of the purpose and scope of audits; defini- 
tions of terms; and samples of the budget pages from the LEA applica- 
tion — the LEA estimated needs form, tjie LEA financial report form, and a 
form for SEA review of audit reports. In addition, the bulk of the 
document contains the audit report form completed b/ the LEA auditor from 
information contained on working papers. The materials cover both fiscal , 
and compliance audits. Exhibit 2A is the SEA form for review of the 
auditor report on target area selection. Exhibit 2B is the corresponding 
auditor report form for target area selection. This form permits auditor 
notes on the date of audit, auditor initials, working paper reference^ and 
findings of audit. 

Exhibit 3 was provided by the state of California. The Summary c 
Report of audit represents a form for SEA use in summarizing the financial 
and compliance audit findings, the auditor recommendations, and the LEA 
response. * 

Exhibits 4A and 4B present materials from the Colorado Department of 
Education Auditing Services Unit. Their Audit Guide for Title I programs 
includes an introduction to the purpose of auditing; state audit plans, 
standards, scope, and guidelines; discussions of individual compliance 
areas and fiscal management; and forms for report of audit findings. 
Attached as an appendix are pages from the LEA application which provide 
information useful to the auditor. Exhibit 4A is the discussion of 
requirements related. to design and implementation of programs. Exhibit 4B 
is the portion of the report form for findings in the same area. (The . 
Guide also covers individual program design requirements audited*) 

Exhibits 5A and 5B present materials provided by the state of 
Georgia. The Comprehensive Audit Program covers fiscal and compliance 
audits of ESEA Title I; Title IV, Parts B and C; the Education of the 
Handicapped Act, Parts B, C, D, and F; the Appalachian Regional Commis- 
sion; The Coastal Plains Regional Commission; Vocational Education; and 
Adult Education programs. The guide includes a pre-audit compliance * 
questionnaire and a <t orm for the audit report of findings. Exhibit 5A is^ 
a portion of the questionnaire that covers Title I. Question 7 on this 
exhibit relates to Exhibit 5B, the report form for maintenance of effort. 

Exhibit 6 was prepared by the Office of Business Sirvices, Hawaii 
Department of Education. The Instructions for Submission of a Proposal 
was enclosed as Appendix IV in the Hawaii MEP. It is reproduced in full. 
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Exhibit 7 wa£ provided by the Illinois Title I office • It appeared 
as Appendix VI of the state's MEP. The Instructions for CPAs includes 
information pn conducting the audit, describes fiscal and compliance 
requirements audited, and provides report forms. Exhibit 7 is the audit 
questionnaire, and' items numbered 21, 22, 23, and 24 relate to Title I 
program compliance*? 

Exhibit 8 was provided by the Division of Title I Audits in the 
Indiana Department of Public Instruction. The Audit Checklist covers 
seven LEA program compliance area. .Exhibit 8 relates to parent advisory 
councils and appears to be a report of findings from the audit. 

Exhibit 9 was prepared by the Title I Section of the Ipwa Department 
of Public Instruction. The Audit Guide contains ten LEA compliance areas 
to be covered by the audit. Exhibit 9 relates to private school partici- c 
pat ion, and appears to be a report of findings from the audit. 

Exhibit 10 was provided by the Kansas Title I program. The Title I 
Compliance Audit form reports findings from the audit and includes a 
summary and recommendations by the auditor. Exhibit 10 relates to chil- 
dren to be served. , 

Exhibit 11 was provided by the state of 'Nebraska. Enclosed as Part 
IV of the Nebraska MEP f the compliance audit procedures include a brief 
discussion of the purpose of the audit and covers ten compliance areas. 
Exhibit 11, relating to the sufficient size, scope, and quality require- 
ment, appears to be a report of findings from compliance auditing. 

Exhibits 12A and 12B were prepared by the Office of State Auditor, 
New. Mexico. The Manual Governing Audits includes information on the audit 
function, audit contract, reporting requirements, and report formats and 
release. Sample audit report 6 are included in the Manual as appendixes. 
Exhibit 12A is the 'sample quality control questionnaire, used by the state 
to evaluate auditors. Exhibit 12B presents forms for recording accom- 
plishment of pre-audit steps. . 

Exhibits 13A, B, C, and D were prepared by the Controller's " c ice, 
Division of Federal Programs, North Carolina Department of Public Educa- 
tion. The ESEA Title I Audit Report includes pre-audit information and' 
questionnaires to "administer with the LEA superintendent and local Title I 
Director as- well as audit information on fiscal and compliance audits and 
questions and charts to complete for the audit report. Exhibit 13A 
includes the forms for recording the collection of data to review in t 
audit. Exhibit 13B is the questionnaire for the LEA superintendent and 
13C is the questionnaire for the LEA Director. Exhibit 13D is the, audit 
report form that relates to two LEA requirements: recordkeeping and 
non-instructional duties. 

Exhibit 14 was provided by Oklahoma. Enclosed as an attachment to 
the Oklahoma MEP, the Audit Procedures represent a report of audit find- 
ings related to financial as well as eight compliance requirements. 
Exhibit 14 relates to comparability. 
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Exhibit 15 was provided by the South Dakota Title I Director. The 
audit materials include a compliance checklist, an inventory of documents 
and data to be reviewed, and a report of audit findings of two LEA 
requirements: expenditures related to ^ranking and evaluation. 

Exhibit 16 was provided by the state of Tennessee. The Audit Working 
Program includes discussions of 4 audit purpose, objective^," and scope; 
pre-audit procedures; and ;a report of financial and compliance findings. 
Exhibit 16 is a report of findings related to supplement not supplant 
compliance. 

Exhibit 17 was provided by West Virginia. The Format for LEA Audit 
includes brief procedures and a report of findings from a financial and 
compliance audit. Exhibit 17 relates to excess costs and supplement not 
supplant. 



Exhibit 2A- (Arizona) (page 1 of 1) 

Auditor Report Form-^SEA Review 



COMPLIANCE - does the report draw conclusions regarding compliance with the following 
requirements. 



Acceptable 



Additional 
Information 
Necessary 



SELECTION OF TARGET AREAS 



in 



in 



1. The district maintained worksheets to 
support the low-income figures on the 
application. 



n 



The low-income figures were traced to 
the source data and it was in accordance 
with the approved project. 



/~7 



/~7 



The district can adequately support the 
target school selection and method used 
was reasonable to determine the eligi- 
bility of the attendance area. 



in 



4. The method of selection has been dis- 
closed. • < 
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Exhibit 2B. (Arizona) 
Auditor Report Form — Auditor Review 



VII. SELECTION OF TARGET AREAS 

Objective < 

To assess the reasonableness and accuracy of the method used to determine the 
eligibility of a school attendance area. 

REG: A local educational agency (LEA) may use Title I funds only in school 
attendance areas that the LEA has identified as having sufficiently high 
concentrations of children from low-income families to be eligible for Title 
I services, 34 CFR part 20 1.5 1(a) 



Date Auditor W/P 

a 1. Obtain the LEA worksheets used in selecting the at- 
tendance area. Determine if the data included children 
residing ;n the attendance area who are attending 
private schools and dropouts in the area. If the data 
was not included, determine if the district attempted to 
obtain such information. Trace the low-income figures 
per worlsheets to the approved project. 

FINDINGS: 



m 2. Trace the low-income figures on the approved project 

application to the source of data as indicated. If the 
source of information for calculating low income is not 
available, determine, from current data, that the low- 
income percentageTrepertedJa^th^^ are reason- 
able. (Note: An example of currenT~datar^^ 
current years' free and reduced price lunch applications 
compared to the current enrollment.) 

FINDINGS: 



Exhibit 2B. (page 2 of 10) 



REG: Regardless of the measure of low-income status that the LEA selects, the 
LEA shall use that same measure for purposes of determining the eligibility 
of all its school attendance areas and schools under this subpart. 34 CFR 
part 201.51(bX3) 

If the LEA does not select all eligible school attendance areas as Title I 
project areas, the LEA shall annually rank its eligible attendance areas from 
highest to lowest, according to their relative degree of concentration of 
children from low-income families, and select eligible school attendance 
areas as Title I project areas, in rank order, beginning with the highest 
ranking eligible school attendance area until the LEA lacks sufficient Title I 
funds to serve any additional school attendance areas. 34 CFR part 
201.61(a) 



Date Auditor W/P 



3. Determine that the measure or data used to identify 
the areas of high concentration of children from low- 
income families is also used to rank the areas. 



FINDINGS: 



NOTE: An LEA may choose from several different methods of selecting target 
areas. Depending on the methods used, not all of the following audit steps 
need to be performed. Any of the methods may be applied to the district as 
a whole or to a designated grade span group. However, these groupings must 
be consistent with the grade spans served by the LEA's schools. (See 
Attachment I following this section) 

« 

REG: Percentage Method 

h 

A school attendance area is eligible to receive Title I assistance if the 
percentage of children from low-income families in that school attendance 
area is at , least equal to the percentage of children from low-income 
families in the LEA as a whole. 34 CFR part 201.5 KdXD(i) 
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Date Auditor W/P " V Exhibit 2B. <pa«e 3 of 10) 

4. Using the worksheets obtained in step 1, determine the 
percentage of children from low-income families in 
each school attendance area. Determine if the selected 
attendance areas have as high a percentage of low- 
income children as the whole district or the applicable 
grade span group. Trace these percentages to the 
approved application. If worksheets are not available, 
determine the percentages using current data and com- 
pare them with the approved application for reason- 
ableness. 

FINDINGS: 



REG: , Twenty-five Percent Rule 

A local educational agency may designate any school attendance area 
eligible in which at least twenty-five percent of the children are from low- 
income families, if the current aggregate amount per pupil to be expended 
under Title I and funds from a State program which is similar to Title I; 
should one exist, for the areas served in the preceding year' equals or 
exceeds the amount expended in those areas in the preceding fiscal year. 34 
CFR part 201.51(dXl)(U) 

Date Auditor W/P 



_ 5. An attendance area with at least twenty- five percent 

low-income children may be eligible. Determine if the 
total per pupil expenditure to be expended in the 
current year from Title I and funds from a State 
program which is similar to Title.1; should one exist, for 
those areas served in the preceding year, equals or 
exceeds the amount expended on those areas in the 
preceding fiscal year. 

FINDINGS: 
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REG: 



Numerical Method 



Exhibit 2B. (page 4 of 10) 



A school attendance area is eligible to receive Title I assistance 0 if the 
number of children from low-incorne families in that school attendance area 
is at least equal to ths average number of children from low-income 
families per school attendance area in the LEA as a whole; If the LEA 
groups its school attendance areas by grade spans, the LEA shall determine 
an average number of children from low-income families per school atten- 
dance area in the LEA as a whole for each grade span grouping. 34 CFR 
part 201.3i(dX2) 

Date Auditor W/P 

' 6. Using the worksheets obtained in step 1, determine the 

number of children from low-income families residing 
in each attendance area. Determine if the number 
residing in each selected attendance area is at least as 
large as the average number of such children residing in 
ths whole district or the applicable grade span group. 
Trace these numbers to 'the approved application. If 
worksheets are not available, determine the above using 
current data and compare these numbers with the 
approved application for reasonableness. 

FINDINGS: 



REG: Combination Basis 

The LEA may identify some school attendance areas as eligible by using the 
percentage method and some by using the numerical method. However, the 
total number of school attendance areas that the LEA identifies as eligible 
by using the combination method may not be more than the maximum 
number of school attendance areas, or school attendance areas plus schools,, 
that the LEA would have identified if it had used either the percentage 
method or the numerical method. 34 CFR part 201.51(dX3) 



so 
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Exhibit 2B. (page 5 of 10) 

Date Auditor W/P 

' - * 7. If a combination of the numerical and percentage basis 

is used, trace these calculations to the approved appli- 
cation, and determine that the number of areas se- 
lected under this method do not exceed the number that 
could be designated if only one method had been used. 

FINDINGS: 



REG: No- Wide Variance 

An LEA may identify all of the school attendance areas in the district or in 
a grade span grouping as eligible to receive Title I assistance if the variation 
between the percentage of children from low-income f amilies in the school 
attendance area wich the highest concentration of children from low-income 
families, and the percentage of children from low-income families in the 
school attendance area with the lowest concentration of children from low- 
income families is not more than the greater of (A) Five percent; or (B) 
One-third of the percentage of children from low income families in the 
LEA's district as a whole. 34 CFR part 201.51(d)(4) 

Date Auditor W/P 

•to 

8. Determine if no wide variance of concentrations of 

low-income children exists among attendance areas in 
the LEA. No wide variance exists if the percentage of 
such children varies between the highest and lowest 
areas by not more than the greater of five percent or 
one-third of the, percentage of children from low- 
income families in the district as a whole or the 
applicable grade span group. Trace these percentages 
to the approved project. 

FINDINGS: 



/ 
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Exhibit 2B. (page 6 of 10) 

REG: Incidence of Educational Deprivation 

An LEA may rank all its school attendance areas according to their relative, 
incidence of educational deprivation. The incidence of educational depriva- 
tion is determined by the percentage or number of children in each school 
attendance area or school that are identified as educationally deprived 
through the use of objective measures of educational deprivation—such as 
standardized achievement tests or other objective tests— that the LEA 
uniformly applies in all of the school attendance areas. 

The LEA may select, as a Title I project area, a school attendance area that 
ranks lower than another school attendance area on the basis of its relative 
concentration of children from low-income families if the lower-ranking 
school attendance area has an incidence of educationally deprived children, 
as determined above that is 1.2 times the percentage or number of 
educationally deprived children in the higher-ranked school attendance area, 
and the LEA that uses this alternative ranking and selection procedure does 
not provide Title I services in more school attendance areas than the number 
that would have received Title I services under the procedures of ranking by 
the concentration of children from low-income families. 

An LEA that desires to use the alternative ranking procedures in this section 
for selecting school attendance areas shall, with the prior consent of the 
Title I district advisory council, apply to the SEA for permission to use the 
alternative ranking procedures. 

The SEA shall approve such application only if the SEA determines that the 
LEA's use of the'alternative ranking procedures, will not substantially impair 
the delivery of compensatory education to educationally deprived children 
from low-income families in the school attendance areas and schools that 
would have been selected in the methods described in the above steps. 34 
CFR part 201.66 

ft 

Date Auditor W/P ' 

9. An attendance area may be a target area if it demon- 
strates to the SEA that the incidence and severity of 
educational deprivation in that area is substantially 
greater than in other attendance areas proposed tc be 
designated because of percentage of children from low 
income families. 

a. Examine the SEA approval. 

b. Examine minutes of the District Advisory Council 
for approval of alternate method. 

c. Review the LEA's method of determining educa- 
tional deprivation for reasonableness. 

d. Determine that the services to educationally de- 
prived children from low income families has not 
been substantially impaired. 

FINDINGS: 
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Exhibit 2B. (page 7 oi 10) 



An LEA may identify a school as an eligible school if it is located in an 
ineligible school attendance area or serves children from more than one 
school attendance area if it meets one of the following conditions. 

(1) The percentage of children from low-income families in ADA at the 
school is at least substantially the same as the percentage of children 
from low-income families in the LEA as a whole. 

(2) The percentage of children from low-income families in ADA at the 
school is at least equal to 25 percent of the total number of children in 
ADA at the school and the LEA has identified one or 'more school 
attendance areas as eligible and the schools identified as eligible 
schools under the procedures in this paragraph meet the requirements in 
step 5 above. 

(3) The humber of children from low-income families in ADA at the school 
is at least substantially the same as / the average number of children 
from low-income families per school attendance area in the LEA as a 
•vhoie. 3* CFR cart 20i.52(a)(b) 



Date Auditor W/P 



10. If a school in an ineligible area qualified as a target 
school, determine that the percentage or number of 
children from low-income families in ADA of that 
school is in the same proportion as that of the eligible 
attendance areas. 



FINDINGS: 



J 
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REG: , Prior Year 



An LEA may select a school attendance area or a school to recieve Title I 
services if the area or school qualified and was selected as a Title I project 
area or project school in either of the two fiscal years preceding the fiscal 
year for which the funds will be granted. 

The eligibility conferred by the above is valid for not more than two fiscal 
years. 

If a school attendance area or school that was selected as a project <*rea or 
project school in either of the two preceding years is substantially different 
from what it was during those years, the LEA may not select that school 
attendance area or school as a project area or project school on the basis of 
this section. 

If the LEA changes its method of ranking eligible school attendace areas and 
schools from the method it used during the preceding fiscal year, the LEA 
may not use the provisions in this section to provide Title I services in more 
school attendance areas or schools than the number that could have received 
Title I services under the method of ranking used by the LEA during the 
current fiscal year. 34 CFR part 201.64 



Date Auditor W/P v 



11. If an attendance area does not meet any of the criteria, 
determine if it met requirements of target schools in 
either of the two fiscal years immediately preceding 
the current year. Examine prior approved projects to 
determine if an area was a target school. 



(NOTE: If the LEA used a different method of target 
school selection in the previous year versus the current 
year, it may not use the provision for continuation if 
the total number of schools exceeds the number of 
schools which qualify under the method used in the 
current year.) , 



FINDINGS: 
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REG: An LEA may skip an eligible school attendance area or school that ranks 
higher and select a lower-ranked eligible attendance area or school to be a 
project area or project shcool to receive Title I services. The LEA may do 
this if the higher-ranked school attendance area or school is already 
receiving from non-Federal funds, Services of the same nature and scope as 
the services that would otherwise be provided with Title I 'funds. 

. If an LEA skips an eligible attendance area under this section, the LEA shall 
ensure that the eligible attendance area that is skipped receives State and 
locally funded services comparable to the State and locally funded services 
provided to ineligible school attendance areas in the LEA, and comply with 
section 122(e) of Title I which contains requirements concerning services 
that must be provided to children attending private schools, 3* CFR part 
201.65(a)(c) 

Date Auditor W/P 

12.° If an attendance area is ranked high and eligible for 

Title I services but has a similar program funded from 
non-Federal funds, that area may be skipped. However, 
children residing in that area and attending private 
schools that are not eligible for the non-Federal funded, 
program, may be eligible for programs funded by Title 
I. Determine if those children have been included in a 
target area. 

FINDINGS: 



m 13. Examine prior audit reports to determine that prior 

< audit findings have been appropriately resolved and 

audit recommendations have been implemented. (This 
step is applicable only if an audit was performed in one 
of the three preceding fiscal years.) 

FINDINGS: 



CONCLUSION: 
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ATTACHMENT 1 " 



L Method of Selecting target Areas 

Any one of these methods may be applied to the district as a whole or to any grade 
span grouping. 

A. Percentage Method - An area is eligible if the percentage of children from low- 
income families is at least equal to the district as a whole or the applicable 
grade span. 

B. 25 Percent Rule - An area is eligible if the percentage of children from low- 
income families is at least 25% and if the total amount to be expended from 
Title I and funds from a State program which is similar to Title I; should one 
exist, for those eligible areas served in the preceding year equals or exceeds the 
amount expended for those areas in the preceding fiscal year. 

C. Numerical Method - An area is eligible when the number of children from low- 
income families is atjeast equal to the average number of those children in the 
district as a whole or the applicable grade span. 

** * 

D. Combination Basis - The numerical and percentage methods can be combined to 
select areas so long as the number of areas that would be allowable 'under either 
individual method is not exceeded. 

E. No Wide Variance - All areas are eligible when the difference in the percentage 
o! children from low-income families between the highest and lowest 
concentration is not more than the greater of five percent or one-third of tHe 
district percentage, or that of the applicable grade span. 



H. Methods of Selecting Specific Schools not in an Eligible Area 

A. Percent or Number of «ADA - A school in an ineligible attendance area is eligible 
if the percentage or number of children from low-income families in ADA of . 
that school is in the same proportion as that of the eligible attendance areas. 

B. Incidence of Educational Deprivation - A school with a lower concentration of 
children from low-income families but a substantially higher incidence of 
educational deprivation may be selected. 

C. Prior Year - An area or school may be designated if it was eligible in either of 
the two preceding years. 
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SUMMARY REPORT ON REVIEW OF ANNUAL AUOIT REPORT — 1980-81 



County 



Oistnct 



c 



0£ 2C 
< O 



UJ CSS 
U O 

c u. 



Reviewer 



UatT 



Unqualified 



Qualified 



Disclaimer 



Adverse 



Positive Statement - Income and 
Expenditures by Source of Funds 



Average Oaily Attendance 



Other (Specify Area of Exception) 



Page 
Number 



Nature of 
Exception or 
Reconrnendation 



LEA 

Response 



-a on 
H- ^ 

< uj 
h- UJ 

UJ 

o 

z UJ 

< u> 
a: 

5^ 

UJ C. 
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Item With Exception 



Page i Item 
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>- cr ujooi 

ss — «&oi 
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— 3 UJI— l 
Q£ — UJ<. 
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Exception or 
Recommendation 



LEA 

Response 
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Exhibit 4A. (Colorado) 
Audit Guide: Implementation Requirements 

. t 

Design and Implementation of Programs 
In planning Title I programs,^ the LEA must use appropriate diagnostic pro- 
cedures to determine the needs of the children to .be served. The projects must 
be of sufficient, size, scope, and quality to give reasonable promise of substan- 
tial progress toward meeting the special Educational needs of the children being 
served. 

The use of Title I funds should be concentrated on a limited number of 
selected children from project areas and in ways that will enable the LEA to 
achieve the objectives of the project. The LEA's plans must include procedures 
for evaluating the project which are consistent .with the project's objectives 
and performance criteria. & 

Title I regulations require that teachers participating in Title. I programs 
and school board members be involved in the planning and evaiuation of 'all programs 
In addition, parents 1 of children participating in the programs are permitted to 
participate in the establishment of programs and must be afforded opportunities to 
assist their children in achieving the instructional goals of the programs. 

Children To Be Served 

The st: tute requires that Title I funds be used for. educationally deprived 
children in all eligible attendance areas and who have been selected as having 
the greatest need for special assistance. In assessing the ' educational needs of 
the children to be served, the LEA must identify the general instructional areas " 
on which the program will focus, and determine the special educational needs of 
participator g children with specificity sufficient to facilitate development of 
high quality progranfs and projects. 

Educationally deprived children may continue to participate in Title I 
programs even though they may no longer be in greatest need of assistance but 
are still educationally deprived, or who begin participating in a program but 
are transferred to a school attendance area not receiving Title I funds. 
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Exhibit 4B. (Colorado) 
Audit Guide : Implementation Findings 



(pafte" I of 1)' 



Design and Implementation of Programs 

1. Has the school district identified edu-- 
cationally deprived children in all 
eligible attendance areas? 

2. Has the school district identified the 
general instructional areas on- which 
the program will focus? 

3. Has the school district determined the 
special educational needs of partici- 
pating children with specificity 
sufficient to facilitate development 
of a high quality program?, 

4. Has the LEA adopted procedures for 
evaluating the effectiveness of the 
programs in meeting the special 
educational needs of educationally 
deprived children? 

5. Do such evaluations include the col- 
lection and analysis of data relating to 
the degree to which the programs have 
achieved their goals? ' 

6. Does the evaluation address the purposes 
of the programs and the results of the 
evaluation to be utilized in planning for 
and improving Title I projects and activi- 
ties in subsequent years? 

7. Are teachers and thp school board involved 
in planning the programs and in t$re evalu- 
ation of programs? 

8. Are parents of children participating in 
the program permitted to participate in the 
establishment of the program, are tjiey 

* informed of the instructional goals of the 
program and the progress of their children 
in the programs? ' 

9. Have children in private schools been 
afforded the opportunity to participate in 
services comparable to those provided 
public school children? 



Yes 



No 



Comments 
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- j Exhibit °«Sk. (Georgia) (page l of l) 
COMPLIANCE QUESTIONNAIRE YES NO * REMARKS 


1 

» 


w ESEA TITLE I 

1. Who is the ESEA Title I co- 
ordinator? 

2. Who maintained the ESEA Title* 
4 I records? 

3. Who prepared the ESEA Title 
I Project: Completion Report? 
(DE Form 375) - * 

9 

4. Who prepared Quarterly Pro- 
jections of Cash Needs? 
(DE.Porm 147) 

5. Were separate project ledgers 
maintained for ESEA Title I? 

If yes/ how often were entries 
posted and balanced to the 
ledger? 

If no, how were the account- 
ing records set: up to prevent 
conaningling of ESEA Title *I ; 
f rinds? 

6; How were records reviewed to 
assure that ESEA Title I funds 
supplement rather than sup-' 
plant state and local funds. 
Were there any State or locally 
funded Title. I positions in the 
year prior to the audit year? - 

* 1.. ■ - * 

7. How were records reviewed to 
assure that the school system 
(through. State and local funds) 
was maintaining its fiscal " 
effort? 






> 
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Exhibit 5B. (Georgia) - * ( P a « e 1 of 4 > 



AUDIT PROGRAM 



COMPLIANCE 



f TITLE I 



PROCEDURE 



PROCEDURE 

NOT 
APPLICABLE 



PROCEDURE 
COMPLETED 
INITIALS ?DATE 



WORKPAPER 
REFERENCE 



1. Review internal control 
questionnaire. 

2. From page 1 of application and 
related backup documents, determine 
that the state and local fiscal 
effort f for the first and second 
preceding years, did not decrease 
more than 52 from the second to 
the first preceding year. (Work- 
paper CP - 2 ) 

A decrease of more than 5Z requires 
a waiver of maintenance of fiscal 
effort from the U.S. Commissioner 
of Education. 

3. Verify the figures on the project 
completion reports with the project 
ledgers. (Workpapers CP - 3 and CP- 4 ) 




REVIEWED BY 



DATE 



APPROVED BY 



DATE 
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Done By 



Title I -Maintenance Of Effort 



Date 




.From the Financial Report 



DE F0BM46 



From Grand Total Column: 



Instruction 



Pup 11 Services 



Instructional Staff Services 



h i ooJ}. Si^xQfl3 Adnlaiatzatlas Svcs 

*- | sfi nfl 1 Transport **ion Services 



■11 57 QO. 



3 i l 76 00 > 



tail 



Maintenance and Operation 



Employee Benefits 



TOTAL 



H Less : 



Revenues (Net Of Reimburse- 



ment For Capital Outlay) 



frag funtj a granted under 



'I ESEA Title I 



IK- 



IS '[ 
20 i; 
21 ' 
22! 
23 
24, 



ESEA Title IV 



Title ITT 



Title V-A 



2M 



Ayr* »™d ffiTmatiltlea 

^Vocational Education 



TOTAL 



^Allowable .Expenditures 

j 'n±n* m 10 - line 26} 

'Average Daily Attendance 



2$;; 

25 

30 | _ 

31 1 ; . . . ^ 

32 .^Ayer^e Per Pupil Expenditure 

33 _ L (line 29 * line_30) 

34 . 

35 Comparison Figure 

18 




National Defense Act (NDEA ) 



^CfflOflXBlfl Opportunity Act — 
Title II 



National Foundation on the 



(line 33 col. 4 x .95) 



7 



31 



35 



O 40 

ERIC 



Lin6 31 column 2 must be greater than line, 36 column 4 
findings recorded on page CFR- 

— — — G2 6t 



(N/AoryO 
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Done By 



Title I 



Date 



Verification of Pro'>ect C o mpletion Reo or 



glpiU&g Number 



Beginning Balance 



RECEIPTS ; 



Receipts from Ga. Dept. Of Ed . 



1 

: 

3 
4 
5 

%"\ ~ TOTAL RECEIPTS 
I 



p^rjlpgg - Orhmr (Footnote) 




T" 



Total Receipts and Begi nning Balance 



9 i 



m EXPENDITURES ; 



tt' pQQQ Instruction 



\i[ \L%aCl PAyil- Services 

13*14600 Instructional' Sta-.: Services 



ti.,4800 General Administrative Services! 



i3; ;5200 School Administration 
n 815600 Business Services 



„ i T ''$Q0 Q Central Se rvices 

H hG&OQ CoW ^ 1 ^ Services 

i 9 >! ™W Fjplo yee Benefits 

2fl: ^aQQ Egulaneafi * ffl * laarmctign 



''.7 
.Ml 

;)« 
,'2: 



21 ; -5300 A3ll Other Equipment 

22 'L Indirect Cost 



23 1 j ; Ot her (Footno te)_ ^ 

2* :i TJ TOTAL EXPENDITURES 



25 
21 

27 
Zt 
29 

3Q 
31 . 
32 
33 
34 
35 
31 
7 
31 
35 



fryjin fl Balance 



_ Total_Expenditures .and Ending Bialance 



2! 

'2 



FOOTNOTES : 



Findings Recorded on Page CER-j , 



(N/A or V) 



* Could be more than one ledger in some school systems. 
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* School Svstftfr. 



Done By 



Title I 



Dace 




u: i42QQ Pupil Services 



t3i!A60Q Instructional Staff Services 



u.,4S00 General Administrative Services! 



i5ii52O0 School Administration ! 


!■:.'! i K i : 1 ' ■ i !!,:!'.! ;i ! ■■: : 


11^5600 Business Services 1! »■• 


: i 1 ii i i . 1 !i i • : 1 i !! 1 i : 


H16000 Central Services !! 






l; 

I ■! 


i i '! j i • ! : 
[HI ■ • 


I ; i ' 1 


u.lfiAOO Ccrrcnunitv Services ! 




■ 


'! 1 


i 1 ~f ! !~T" : 


! i ■ 1 i 


i3'J7600 Ssiolovee Benefits 1 






i ii i j . ! i| 1 1 : '1 J : ' 




! ' " | h ■ : 1 ' ;i : i ■ : ) ! j : 


21/5300 All Other . Equisaant ll 






il i 


...1. LIU I L-S 


i ! • 


22 j! Indirect Cost 1 








1 1 




1 ■ i ' 


mi Otiher (Footnote) 




L _ 


, i 


fi- 
ll : 


; • P S i i • H 


.4 -L... ; 

i . ! ■ i 


24 : ,i 1! TOTAL EXPENDITURES ! 








'! i 




J i! 1 






- 


"ft' 


i j !! -j l i 


i , 1 ;— 


2« Endina Balance ! 






ii 1 1 i ; i 1 1 ' r ! ; 


i ' ii 






-li. 


| i li 1 >| | • : 


ii . 'i 

Total Expenditures and Ending Balance 


... 


;l 
!| 


,, ■ 




1 ! 








i 


ii 




UK ' FOOTNOTES: i 






i 1 1 
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3t ! 
32 
33 
34 
35 
31 



■i \ 



Findings Reco rd ed on Pag e CTR-j 



■! i 



ii. W fit/) 



*_Cpuld be aore than one ledger _in ; some school systems. || 



Exhibit 6. ^Hawaii) . « ' 

s?scrriano»s tor 
tee ptsaiicxal Aim compliance -Aran or rss 

2SZA • P. L. 95-561 - THL2 I PROGRAM 
DRPARTVTTTr OF &DCCAIX0H 

INSTRUCTIONS rOR THS SUBMISSION 07 A PROPOSAL 



Office of Business Services 
Deaarmi^it of Education 
Scare of Eavaii 
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Exhibit 6. (page 2 of 13) 

I. nrraoDUcnoN. 



The specifications contained herein are intended to describe the scape end 
nature of the work required of the Certified .Public Accountant (hereinafter 
referred to as the "Contract Auditor") , vho is engaged by the Deparnaeut of 
Education, State of Hawaii (hereinafter referred to as the "State"), to conduct 
(l) a general audit of the financial transactions , book and accounts for the 
p^yLflfl to (2) an examination of the systass and 

procedures of accounting, reporting,, and operational and internal -controls, and 
(3) general compliance to the regulation governing comparability of services * 
for the period _ to . • i 

n. s?2czncAnDNs 

A* Audit Objectives. The objectives of the audit are: 

1. To provide a basis for an opinion by the Contract Auditor on the fairness 
ox the financial scateseuts of the ZSZA ?.L. 95-561, Title I. 

2. To ascertain whether or not expenditures have been nade and grants to 
which the State is entitled to have been received and being accounted for 
in accordance with the lavs, rules and regulations, and policies and 
procedures of the State of Hawaii* 

3. To ascertain the adequacy of the financial and other nanagenent 
information reports in providing officials at the different levels of 
the agency with the proper information • to^ plan, evaluate, control, and 
correct prcgran activities, 

4. To evaluate the adequacy, effectiveness and efficiency cf the syttens 
and procedures of accounting, reporting, and operational and internal 



ERLC 



controls, and to reccraend inprcveaenrs to such systems and procedures. 
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audi: Scsoa 

1. C««rxll7. Tha Caserscs Audisar shall: 

a. Casdaes a {aaeral audi: cf tsa ii-mr 4 a L crassacaiass asd 
aeasusais* sacarda oi caa ?.L. 89-10, Tisia I, Daoar: 
Sducatias, iscladlsg all taa audislat sarriaas . aaeassaar sa 
satisfy taa raquirgsaatta ei saa yrg r L aigas of csa Ofiisa ci 
Sdacacisa, Daaarssaar af Saalas, Zduaaaias aad Saiiara. "Goarai 
audir" -— — a cms? audi: af tia recaiats .aad_e5peadirarss far, the 
p asse d s?«cifiad; raa Gaataacs Audi:ar is set asaae^ad sa -*arif? 
erar? — — w^. -^y ?tr=s — a. s=*=ai audi: casad aacs tasss 
asd sasslas. Taa sasaral »di: tzalL earaea taa f faa — ' t' arass- 

aesiaas asd rasards far aaa fiscal 7aar a= _J 

and shall iasiada aasss c£ aaa f*-i — -T " 



Casssaaa *udi:aT *ias a, basis aa raacra es aaa iairaass ai aaa 
•*-»-- — izl szaassssas, ea aaa rraariaay cf aaa eaasdiraras, asd as 

c 

z±m cf all rrrsssasi asd «ser resaisca, 

zse «^ s7«a=s asd Trscad:sre5 cf accsrsdsiss, P 



rescrciss, asd cperasicssl asd is-arsal csssrcls. Tie 
Auciccr shall idessify cse caficiasciia asd v<ics^3ti is ssa 
syassss asd procedures, asd saka arprcpriaca recsssasdacicss icr 
isyjuv cscss* 

c. &ea=al ttts? ■ i tc sse' r^ies asd repiLasicss gtrrer^iss 

csssarabiliry oi aarvicas far ciua pericc cs , — 



2- Specific areas si ccscars* Is addicirs, zh± Ccscract Auciccr ssall 
^racist the reccsciliarics cf zsa acsct^ris; reccris cf csa Iffic*. ci 

s 

ausiaess Sarriaas, Daaarrsesa ci Iduaaaias, via'a aaa aasaaraaie aaacusr- 
ias. reaards oi ie Aacecsaiss Sivisias, Dasarrsasa ci Aaaatazriss sad 
Gasarai Sarriaas. Taa Casaract Asdiiar sail! iasarify aaa saeaiiic 
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Exhibit 6. (page 4 of 13) 
differ aacea in the account funds, iaciudiag the r«uons for such 

differences. 

Audit Standards. - In conducting the audit and in reporting bis findings, 
the Contract Auditor shall adhere to the generally accepted auditing 
standards adopted by the oesbership cf the American lasriraaa of Certif lad 
Public Acaouacaacs, iaciuddag the folloviag: 
1- General Staadards 

a. The txagiaaaioa shall ba perfemad 07 a per sea or parsons bavins 

adequate technical graining and proficiency as an auditor « 
b« Objectivity aad independence la aeacai attitude shall ba naiaaaiaad 

in all natters relating to cha assigaaeat* 
e« Sua prcfaasiaaai cars shall ba esaarcisad in the perf oraaaca of 
the exasiaacion aad the prepararioa of the report* 
2* Field 7orx Scaadards 

a* The vcrk shall be adequately planned, and assiataars, If any, 

shall ba properly stiperrised* 
b« Tiara shall be proper sandy aad evaiuarica cf the csisrias 

ianamai craaroi sysaas as a basis for reliance thereca aad for 
the decerainariou of the resultant estent cf the rests to vfcich 
auditing procedures are go. be restricted, 
c- Suff iciest aad cenpecest evidence shall be obtained through 

inspection, observation, inquiries, and confirmations to afford a 
reasonable basis for aa opinion regarding the financial sta tenants 
under examination and for record end at ions for iaprovenents in 
accounting, internal control, and reporting sysreas and procedures, 
3. Standards for reporting on financial statements. In reporting his 
findings aad conclusions on the financial stateaeats, the Contract 

Auditor shall: Rtf 

68 



Exhibit 6, (page 5 c f 13) 

a. State whether the financial scac e a uBca are presented is 
.accordance vich generally accepted principles of accounting; 

b. Scaca whether such principles have been consistently cbset-7ed in 
the csrrc: period in relation to the preceding period (presided 
that the Conrracr Auditor is is r position to uaka such a 
suaceseno) ; 

6* Boca any inadequacies in the infemacive disclosures contained i 
Che *rf«r»-* a i suacxaenua; 

d. Irpr^as bis opinion rsya—r^g she financial suaceneurs, t?rrr. as 
a whale, cr assert than -an opinion camrt be expressed vith 
reasons for such assertion- Shculd the Contract Auditor use the 
wcrx and reports ci another certiiied tut J, it accrue tart as pare 
the, eradication 3: the financial scaoeinenrs, the Con: 



.* shall clear I7 indicate the degree co resrcusioiliry oe is -t-ut^* 
with Hajari to the portion cf the wcrh pert erred by the other 
certified public accountant- 



findinjs and conclusions ou the syrcsos arc procedures, inducing ct- 
specific areas of concern, the Contract, Auditor shall include in the 

a« A statement cf the scope and objectives of the systems, arc 

procedures crarr* red« 
b« AI 1 significant findings of veakcesses and inadequacies is the 

operational and internal controls, accounting arc, reporting syst- 

«» * 

v 

and policies, procedures , and practices disclosed as a result of 



Exhibit 6- (page g 0 f 13) 

c. A disclcsura asd cepiasaziot: of any significant differ aaces la 

accscat balaacaa batvaaa tha aczo\mriag raccrda of she Dcparzaaaz - 
of Sducacian aad the Accouarias DiTisiou, Departaear of Accounting 
and General Sarvicas, - 

d. A disclosure of as? lig^fiaaac loss, fraudulent use, iaproper or 
uaaachcrirec crpeadissra of funds. 

• ■ 

ft. 3jtecraascacicas 2c? issravesieccs . 
3. • Aiadis Activities 

1. Lagal Auzrsrizj. la ascarrairiag vnazhar or nor cia ^ w *7mriffl v 

. sraasacrions of zh* Saparrsrat of Iduaazim ar« is crspliascs irLrs zza 
anpi iaabJ a Livs, rules aid regulations, and policies and procedures, 
tha Gsntrac. Audicar shall, ar a aiai=., becsae suff iciaarly kasvlacse- 
able vizi tie applicable sections cf tha relieving reference cocasaars: 

*b. Hasiiii Ttevised Statutes 

1) Laws cartas gaaerai a?? 7 icarica: 

> . Ghaptar 25 - Xzacari?e and AcaiaisrratiTa Separtaaars 
. Char car 27 - Scare Tuacrians aad rlaspcnsiiilitiss 
. Chapter 91 - Adaiaisrrati^e Procedure ' 
Title 7 - Public Officar aad, Iraloyees 

2) Lavs relaaiag so fiscal iarrers:* 
. Chapter 29 - federal Aid 

. Chapter 1C2-* Concession or Public Property 

„ : J a 

* . * A 

, . , Charter 103 - ZKpescittires of Public Jicuey ' sue Public 'Ccsracss 

, Chancer 105 - Gey ftssssat Motor Vehicles 

Chapter 106 - Isveutery, Accounting and Disposal oz Gc^ertrcesi 
Assets' ' 

ERIC v <^ 



Exhibit 6. 0 (page 7 or 13) 
. Gupcar 171 - ?siblAa Linda, Haiagtsaas aad Disposition of 

. Tiila 5 - Seaes "isanciai tea ! ai stracics 

c. Applicable ruias, ragui*— sa, and acsgsiycrjUiva directives aad 

rrocacurea irmari by the fclicvisx agencies relating zz the 

financial transactions, accounting syttasa and controls, and 

oparanin* procedures: 

1) Desartnast f bf Sdaca ~* aa 

2) Offisra of tia Governor 

3) D«?ar-me=t cf tecstsnisy and Gesaral Ser-ricas 

4) .Dacar-=anr cf tha Attorney General 
2) -Desarmanr cf 3ud;st and Tlim; 
3") Dcsarsssc cf ?ersmnai Services 

c« Collective bar^ainin? asrassenrs aif acrins anrlcyees ci tie. 1 

■ - ■ * « 

Seoar^acir cf (£ducatim«. » ' q 

a- Off ica of Idunarim, Desartrant cf aaalrn, Iducztic^ and ~*liarz- 

&udic Vers rarer* • Tie Contract frrriitsr snail; at cry tina curing arc 

sucaersent tte completion cf tie audit, naka available zna , 

Desamsenr cf Icucaticn for its inspection and ravies?, tie vrriitg 

papers developed during a^^dit., including aaong others, the following: 

a„ Tie audit prcgrzn and internal control questionnaire* 

b« Tia war kins J trial balance^. 

c. * Schedules, recoanendaciens , computations , analyses, audio totes, 

confirmation letters and Delias, and ether data representing * 

0 ... 

record of vcrk done in support of account transactions and balances 
aad procedures analysis* 

d. Socsnants obtained and ccnar vcrioing papers relating to tea 
•sanitation. The vorfcicg papers snail ncc be nade available, zz 
others excepc by,rutual consent cf tha Department ci Iducatict. ate 
the Contract Audi tar, 71 



Exhibit 6. (page 8 ,o£.13) 
Di*csver7 =- Uausuai Caadiriaa. If At asy da* curls* rae eras 
of eh* acaauaas »>'. aysreaa of rae Senear-! 



Audisar discovers a daficieacT is issaraai . crarroi or a fiaaaei- 
acriaa caas is aijsly csusuai or of such a rarare as so require 
uadiace carracaiaa or of sues a csaracrer era.: Co errs lace rse 
a. si t~ j ti sass assuas of else or resources beycad csar isiaially 
plated by cae parries za rse audic casrracr vcuid be required, 
Caarraca todissr shall isseaiaraiy aerify ess Sesarrsear cf 2da 



of his ffsdlsga is vriris?. If rse defiaiaaay or rraasacriaa is 

'a * 

sacs a caaraarar racuiriss cae esaeadirare cf acdiaiaaal rise e 
scurcas, cae CaarracC iudizar saali isalade is ere aacifiaaciaa 



asaisvaca of ran addiaiaaai rise aaa zesz caac -.seuia =« racu 



' ' ' H . ... 

Treliaasary Drafc cf iccarcaraars r Sasorr aad Hasag e s ea s Larrar, 

reacra aad aaaagsaaar laraar is sues -ausaer cf srsiaa as racussr 
s aaasr , caea to aad discuss cae saaa viis caa Deaarrsasa cf Idaaa 
Tae Caarracr Audisar shall aaxa raa caaagas vaice ara zaaassary 
elarify cr carreer raa fiadisgs aad saacaaeacs aada ia cae pre*. 



drafa of ess accauazaacs' rea-crr aad aasaasaxsr laczar. Taa ar 
drafr acaepaaa la " shall be rcrra>?ad to raa DeaarrSeac of lauaar- 

e 
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is the audit caaaraca. The Csaaraet Aaditar shall be eaasidered co 
have caealeted all of the vera reoaired uader hia caaaract obIt upon 
delivery of she fiaai draft of she . acaauataata ' report aad aaaageaeaa 
letter accaip table to the Scate. 
S, Jorra asd Caateat of Accoaataata' Bepcrt. The aaaauataata 1 report shall be 

addreaaed- to the Superiateadeaa, Deparaaeat ■ o£ Iduaaaioa, State or Hawaii, 

and shall caaaaia the faL^siag parts: , ; 

a* <, e * f 

■ 1. Title of Report. The title of the report shall be as f allows : 

State of Hawaii 
nratr-vrtf fl? IDUCATTDS 

• ISZA?.l- 95-361 TZTIZ 2 ?3CG2A21 
Acaavaraats'. Sapcrt • 
(Date) 

2. ' A forwcri. * * . 

2* JL caclA or cmrsaza. 

a. an €S?lasa=Lc s or szacs=;c cf cia rcrpcsa cf rift :«c^i 
e. .a brifif ,dftscr±?<c±cs of/ scsr* cf rie audit; a=£ 
c- aa ctsrlise of the orxz=Lsacic=r cf cia sazari^l in the racers, 
5. A report cr i^rtr^ 1 jrczzsseizs cctisi^iss of: 

a. a cable of caaaeaas; 

b. a saaa esea s of the' Caaaract' Auditor's scape aad cpirioa; 
c* fiaaaaial scaceaeaas; 'aad 

d. supp leaearary jjtateaeats-, scheduies aad caaaeats. 
7. -era aad Ccarear of aarageaear Lascar. The asaagsruear letter shall be. 
' addressed co the Superiateadeac, Deparraenr of Sduaariaa, Scare, cf Hawaii, 
. ' aad shall cearaia the 1 following parts : 

ERJC- ; ' • '■" . ■ •; n 



■Exhibit 6. (page 10 of 13) 

1. A foreword. 
2- A table of couz 



3, « JL stazeses? or the Grezracz Aodlssr's scspe ad description c£ che 

csazasz* of zhe eseagesesz leczar. 
^. ftLsdceure of ail sigaiiicasz fzsdisga 
5. SvalaacLaa asi reco=esdariozus. 

3CDG2T T^£ LZCZiTICTS 



aucgec 



'The zszal si= zo be allccazac for cruduczizg zhe audiz scull be Lisizad 
zr zhe tszssz cf ^—^5 tsrz^sberad fcr chis . pgrp ege zhe csscisuad 
gvallasiS ■ ry cf such funds curing ^ha cstsrae cf zha< audiz. 
lie rauhsd cf zayz»nz fcr services provided by zhe Csnzracz Audizrr, 



che Gcnrracz Audizzr and -the Sup erlnzasdarz , Saparrrsnz cf Id: 



S hou ld pr zg r e s.5 or incr scenzau ? payrenrs be agreed epeu as zhe uazhad 
of -paynccr, -zhe fcllsvins cmdizicus * shall apply: 

a. The anmmz cf each progress pa-yzanr sbkll be sub jeez zz agreanenz. 



a* iacn.racuaez z or* progress payzaenz shall' be acurspariad *by a e 

cerr-Lflid sza z a sen z • of zhe czsrs aerially incurred, sue— ccszs zz 
be displayed by apprrpriazz cazagcrles. 

c. £n so ereuz shall zhe final payaenz be nade ascapz upon zhe delivery 

* v 

off Che, final craft cf zhe acccunzauzs' repcrz and nanagaaa — iezzer 

\> . • 

aczepzable zo zhe Depar^enz cf Iducazc.cz and upon ccrzlianzs by* 

zhe Gcuzrazz Audizsr vi;h zhe recuirccanzs cf Seezicz 103-52, 

*• • * 

* » Hawaii Sjrrised Szarjzes, relazizg zz zsn clearance* ' 
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if • 

* k 

f\ prescribe such other conditions as are appropriate under which 

j ' ; \ 

progrxa payneuts shall be allowed. 



Tina Limitations. The cine table sec forth belov shall be followed to the 
clcsast c:s: possible. This timetable, however! say be modified by the 
Sgpartnent -of Education upon f lading that such.scdif icaticns would tot 
jeopardies the successful completion of the audit* 

Ixpectad date for contract to be awarded 

Q 

Irpecred data for cotseucaaenc of audit , 

$ Zrreccac data for submittal cf prej isinary draft .... 
Irpecrsd data for submittal cf final draft 

17. PROPOSAL 

^scribe the following: 

Hacrccclcgj. - The plan for and the appro ach,- netted, and procedure thai 
the Contract Auditor intends zz cake in pert tming the audit- The proposed 
phases and staps to be followed and the casts and standards zz be used in 
pert erring .the work required shall be outlined. 

o 

Resources Co be used. The resources chat che Contrite Auditor intends ct i 
\oo — co rhe^vork, inducing the tare and qualification! cf , che scope cf 
the work contemplated for, and che ancurr of tine to be devoted 37 each cf 
the fim's persccnel and that of any subcontractors who che fim intends 
co engage. 

«j * * 

Tine" Period of Lxaninaticn. The Contract Audiccr's estinata of ch* tine 

requires to cm? let a* the work, including an estimate of the dates on which 

. vork can corneuce and a final repeat will be submitted. 
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Exhibit 6. (page 12 of 13) 
D. Cost of Esaoinatioa. The cost or audit shall o« icesixed by the following 

- categories: - 

1* Category I 

a. P.L-9S-S61 ESSA, Title I , Part A -.including comparability 

b. ?.L. 9S-S61 Stat* Administration 

c. ?.L. 89-730, Neglected or/Delinquent 

d. ?.L. 39-750,' Children is Adult Correctional Institutions 
. 2. Category II 

a. ?.L. 89-313, Stata Operated Programs for Handicapped Children 
Z. Submittal of Proposal 

1. All proposals for ■ conducting the audit as outlined herein shall be 

submitted to the Stare in three copies at one folloving address: 

Assistant Superintendent , 3usiness 
Office of 3usiness Services ■ ' 

Separmsnt of Education 
State of Hawaii 
EflMlularaasaii'. 96513 

2. • Propos als shaU be submitted co tne State not later than 12:C0 p.m. 




on. 



7. AKASD 07 C0NT2ACT • 

Proposals shall be compared and the Contract Auditor selected on the. basis 
of the folloving criteria: 
- A. The degree co vhinh .each proposal complies virn the spe c ifications v 
3. The qualification and competency of eacn prospective consultant as 

reflected in the nature of its organisation, its staff capabilities , its 

facilities p«,$t experience and its reputation* 

C. The competencies that each prospective Contract Auditor intends to ccrcnit 

to the voriu 

ERIC 0 



\ Exhibit 6. (page 13 of X3) 

0. The cases end anticipated b»efics of each, proposal. 



I* Other criteria as deemed necessary by the Dcparaent or Education. 

The Department of Iducaticu is net required to* select chat proposal which 
specifies the levest .price or cast. The Depamest of Education say aaka 
counterproposals to any proposal to obtain the nest favorable earns, The 
Department of Education cay reject all proposals vhea, is its opinion," none of 
the proposals oeets the reqtiir nrvrzzs of the specifications , the required cos- 
patencies Till net be brought to bear on che vork required, the benefits to be 
derived are likely to be less than anticipated, or the rejection is othervise 

t 

it the base interest of cha Sasar^sent of Education, Uocn rejection of all 



p r o po s al s , the Department of Education nay call for nev proposals, vi: 
vichouc codifications zz the specifications , 
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(page i Of l) 



AUDIT QUESTIONNAIRE 



REGION 



COUNTY 



DISTRICT NAME AND NUMBER 



EXPLANATIONS (Indicate with number. Use 
back if needed.) 



□ Yes □ No 

□ Yes □ No 

□ Yes □ NO 

□ Yes □ No 

□ Yes tU No 

□ Yes □ No 

□ Yes □ No 

□ Yes □ NO 
O Yes □ No 

□ Yes. □ No 

□ Yes □ No 

□ Yei □ No 

□ Yes □ No 

□ Yes □ No 

□ Yes □ No 

□ Yes □ No 

□ Yes □ No 

□ Yes □ No 

□ Yes □ No 

□ Yes □ No 

□ Yes □ No 

□ Yes □ No 

* □ Yes □ No 

* □ Yes □ No' 

□ Yes □ No 

□ Yes □ No 
" Title t, BS£A only. 



1. Is this audit a separate audit as required by IOE? 

2. Does the audit cover the period as indicated on the Notification of Grant 
Award (IOE 66-01 or IOE 20-31)? 

3. Does the audit Include a statement of liquidation of previous budget 
periods? If 44 No" explain. 



4. Does the audit include a project balance sheet? If "No" explain. 

5. Does the audit include a statement of project expenditures by line item and 
classification compared with the approved budget? If "No" explain. 

6. was any total expense classification (contractual services, travel, material 
and supplies, other) of the approved budget over or under expended by 
more than 10% of the expense classification? Explanation of cause should 
be attached. 

7. Were federal funds expended for items- not included In the approved 
budget? If "Yes" explain. 

8. were funds encumbered prior to the approval of the Grant? If, "Yes" 
explain. e 

9. Were encumbrances or obligations included in the report of expenditures 
actually incurred during the budget period for which the expenditures were 
claimed, and upon liquidation properly adjusted? If "No" explain. 

10. Was the same item reported as an expenditure in two or more budget 
periods (i.e. encumbrances in budget period and payment in another)? 
If "Yes" explain. 

11. Does ific audit include a list of equipment authorized in the approved 
budget compared with equipment purchased' If "NO" explain. (Title IV, 
ESEA> 

12. 'were all inventory items costing $100.00 or more aflocated an inventory 

number and was that number plainly affixed to each piece of equipment? 
if "No" explain. 

13. Was a register maintained of inventory items showing*. 

A. Date of purchase 

B. Description 

C. Cost 

D. Location 

If "No" explain. 

14. In your opinion are the internal control procedures in use adequate under 
the circumstances' If "No" give a brief description of the problem areas. „ 



15. Did you discover any irregularities in th^e handling of funds? 

16. Does your report include an unqualified opinion of the eligibility of 
expenditures under the approved project? If "No" explain. 

17 If you have denied an opinion or given a qualified opinion, state the reason 
briefly. 

18 Is the accounting system adequate and generally in accordance with the 
Illinois Financial Accounting Manual for Local School Systems or the 
Illinois Program Accounting Manual? If "No" describe deficiencies. 

19. Were federal funds invested? If "Yes" was the Interest earned returned 
through IOE, to. the federal agency involved. 

20 Does the audit include a description of the method and extent of tests, ex- 
aminations and other techniques used in making the required verifications? 
(Title IV ESS A) 

21. Were the attendance centers that were selected to receive Title I funds 
calculated correctly from the source data' 

22. Did the source data document the information that was provided on the 
Comparability Report? 

23. Were all expenditures in the project of a supplementary nature' 

24. If recommendations were noted in the prior year audit t please detail how 
the distnc\has implemented those recommendations. 



PROJECT NUMBER 
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Exhibit (Indiana) 
Audit Checklist 

Parent Advisoi y ; toimcil (PAC) 

A. Interview .ith chairperson and/or member of the district PAC. 

1. Hov mi£:. : . meetings are j 1 Sinned on a regular basis? 
- Ansvwi : _^ 

2. How .Hsu., meetings have been held to date, .this program 
year? t.uow minutes. 

Ansiwi 

3. Are .ik i J - ;rs. elected by the parents in i he district? Are a 
major:: • parents of Ti:le I participants? Demonstrate 
breakc.it'. " ». How was election held? 



Hov. wtw- officers elected? 
Ahsucn 



5. Have jorcinent documents been provided to members? Which 
ones? 

Answer ' . ____ 

6. Are pi. -e:its aware of procedures for registering complaints 
and siytjjstions? Cite specific instances, 

Ans vv e j • . . • 

7. In wh^: vvays did PAC advise LEA> cn planning, implementation 
and ewil lation? 

Answer: 
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Exhibit 8. (page 2 of 3) 



3. Does F-a include membei s representing eligible but not 
partic.i -ting children and schools? List example. 



AnsvNC-i 



9. Have r vipers of PACs been provided a training program by 
the LI v. Describe. 

Ansv.ci 



B. Interview \.iwh chairperson and/or member oi-school PACs. 

1. Does thy Title I project employ more than' 1 F.T.E. staff 

mer.be: " ■ • ■ 

/ Answer . . 



Does the Title I project serve more than forty (40) 
partic ,v mts? 

Answer . f % 



Note: If answers to both (1) and (2) above are "No,*' ignore 
• remaining questions of this section B. If either (1). 
or (2) is answered "Yes," then proceed. Both 
questions should be answered by the local Title 1^ 
Contact Person. 



3. Are members elected by parents in the attendance area? Are 
a majority parents of Title I participants? Demonstrate 
breakdown. 

Answer: . 3 



4. Does Title I project serve 75 or more participants? 

<> * 

Answer : • 

Note: If\answer to (4V is "No," igr remaining questions 

of this section B. If "Yes/ 1 . proceed. 
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Exhibit 8 (page 3 of 3) 



Do the biulding councils consist of eight C8) or more members 
elected to serve for $erms of two (2) years? Illustrate 
membership. 

Answer : \ ; 



Do building councils elect officers after they have been 
formed? 

Answer: m . . 
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Exhibit 9. (Iowa) 

Audit Guide ' (page 1 of 2) 

VIII. PARTICIPATION BY CHILDREN ENROLLED IN PRIVATE SCHOOLS 

Objective 5 

To ascertain that the LEA has implemented adequate management priorities 
and controls for assuring that the use of Title I resources for providing 
services to children in private schools is consistent with the- requirements 
of legislative intent. 

1. Interview the LEA project director to determine procedures in 
working with private schools. Determine if these procedures 
comply with Section 130, 

Findings: 



2. Interview the private school official and determine if they 

% are * knowledgeable concerning Title I. 
Findings: 



3. Review source documents to determine eligibility of private 
school children as to residence, test scares, needs. 
/ Findings: 



4. Ve.-ify if Title I equipment has been placed in the private 

9 

* school and ascertain its usage. 
Findinas: 

. *■ 85 
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5. Determine if the private school is 


*• 

participating*™ the PAC.^ * 


\ 




Findings: 

* 








jT > % * 
* «• . * * 






* 


I 








i 


,t . * .» 

l 




% 


t 

.* ■ ' S3 
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Exhibit 10, (Kansas) 
Audit Report: Selection of Participants (page 1 of 3) 

Selection of Participants 

1. Interview project director to determine procedures used lo select participants. Compare this 
procedure to the .selection criteria specified in the approved application. 

FINDINGS: 

Determining procedures. 

Same as specified in application 

Exceptions • 
Comments: 



2. Obtain a listing of participants in a projret school and their test selection scores. Determine if the 
students were those who had the greatest need (lowest scoring children). 

FINDINGS: ■ , 
Students with greatest need selected. 

Yes • 

No 

Comments: 



3. Review test selection method to determine that children were not participating who have- scored 
at or above the riorm (50%, grade level equivalent, etc.). 

' FINDINGS: 
All students participating are below the norm. 
Yes 
No 

Comments. <. 



4. Determine if diagnostic testing was done to assess individual problems for project emphasis and 
content. < 

FINDINGS: 

Was diagnostic testing done to assess individual needs? 
-Yes 

. No i \ •* 

Comments: 



Test used. 
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„ , - Exhibit 10 (page 2 of 3) 

Staff 

]. Compare the project application personnel list io determine if ihose were the onlv jiersons 
receiving Title I payments. 

FINDINGS: * 

Are positions spec ified .u< urine? • • 

Yes 1 , ■ 
No. 

Comments: 



2. Determine that Title I paid personnel (professional non-professional) were used as 
supplemental and not replacement of general staff and or general aid. 

FINDINGS: * 
Staff is supplemental and not supplancil. p 

Yes . 

Exceptions - 

Comment?: . 



3. Review the documentation of in-service irairiirig sessions to determine if joirti training between 
aides and professional staff were conducted. „ o . 

FINDINGS: 

Joint in-service between aides' and professionals. 0 • 

Yes , 

Exceptions • 
Comments: ^ 



* 0 
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RECOMMENDA1 IONS 
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Exhibit 11. (Nebraska) (pagelofl) 
Audit Report *. 



ize, Scope, Quality ' . 

% - 

1. Project application personnel list will be reviewed to determine if those 0 
were the only persons receiving Title I payments and compjiance w-ith the 
PTE soecified. - 
Findings: 

Action: • * 



2/ Title I oersonnel will be interviewed to determine if staff specified in 
the appl ication was in compliance with duties^ allowed to be performed under 
Findings: . P..L. 95-561 

Action: 

t 

3. Title I paid personnel (professional/non-professional) will be reyiewed^to* 
ascertain if they were used as supplemental 

Findings: ■ ' . - C> 

Action: • * 

i 

4. The doqjmentation of in-service training, sessions will fee reviewed to 
determine i.f joint training between ^aides and professional staff were 

. conducted as well as the. appropriateness and position effectiveness. 
Findings: ^ . 



Action: 
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Exhibit 12A. (New Mexico) 
Quality Control Questionnaire 

SAS 4 identifies niae elements -of quality control that 
public accounting firms must consider in order to assure 
themselves that they have complied with generally accepted 
auditing standards *wheji expressing an opinion on t financial - 
statements! The policies and procedures that individual 
.firms develop to deal with -these Quality control elements 
are determined by such factors % as the size and structure 
of the firm and its operating philosophy. ' . 

One factor that the State Auditor must consider in* , 
determining whether an audit 'has beep, conducted _in accord- < 
aCnce with generally accepted Auditing standards will be the,, 
quality controls used by "the independent auditor's >account- 
ing firm. The 'sample questionnaire on the^^f ollow^ng pages 
was drawn. from the A I CPA discussion draft, "Quality Control 
Policies and Procedures for Participating CPA Firms/' issued 
April 1977 by the Special Committee on Propqsed Standards 
for Quality Control* Policies and Procedures. This form 
permits the accounting firm, whatever its size, to provide 
the State Auditor with- basic evidence of its quality con- 
trols. However,, the firm may submit to the State Auditor's 
Office i : ts. own document evidencing its -review of quality 
controls if that document provides at a minimum the informa- 
tion covered in the sample questionnaire. 

The quality control information is to be submitted only 
once a year, at the time the firm submits its- first audit 
report for that fiscal year. * 
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t - . (Name of Public Accounting Firm) 
«» . Quality Controls In Effect 
- As .of __ . 1.9 

. . / - v 

I have reviewed the following"policies and procedures that relate to quality w 
contxtfls, and hgive indicated whether or not I believe each of the listed policies 
or procedures is being followed: 



Question 



v „ ^INDEPENDENCE 

1/ Conniiunicate policies and procedures relating 

to independence of personnel at all organi- 
' ' zational levels. • 

• -A 

a. Inform personnel of the finn ! >\inde- 
*pende**ce policies and procedures and 

a3vise them that they are expected to 
be familiar with these 'policies and 
procedure^. * 1 

b. Emphasize independence of mental 

<l attitude in training programs and 

in supervision and review o'f engage- 
ments. 

ASSIGNING* PERSONNEL TO ENGAGEMENTS 

1/ Delineate the .firm's approach to assigning 
* ^personnel. 

-53' ■ , ' 

a- Identify 'on«a timely basis the staffing 
requirements of specific engagements. 

4 

b. Prepare time budgets for engagements 
to determine manpower requirements 
and to schedule field work v 

c. Evaluate the qualifications of personnel 
Ss to experience, position, background, 
and special expertise. 

i 

d. Plan the ihvolvement by supervisory 
personnel. * 



5=> 



Yes 



No 



Notes or Comments 
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Question , 



Yea 



No 



Notes or Comments 



e. Avoid situations where possible indepen- 
dence problems and conflicts of interest 
may exist, such as assignment of personnel 
to engagements for clients who are former 
employers or are employers of certain kin. 

f. Avoid assigning personnel to an engage- 
ment vho have been" assigned at that 

responsibility level on that engagement 
more than a specified number of times or. 
a specified number of years, 

*, ' 
CONSULTATION 

1. Identify areas and specialized situations 
where consultation is required. 

a. Maintain or provide access to adequate 
reference libraries and other authori- 
tative sources. 4 

b. Provide an environment in which personnel 
are encouraged to seek counsel from 
designated specialists. 

c. Require documentation as to the considera- 
tions involved in the resolution of 
differences of opinion. 

• SUPERVISION ■ - 

1. Provide procedures for planning engagements. , 

a. Assign responsibility for planning an 
engagement. Involve appropriate p£r- 0 
sonnel assigned to the engagement in 
the planning process. v 



XT 



b. Develop background information or review 
information obtained from prior engage- 

P .ments and^update for changed circum- 
stances. 

J 

c. 'Describe matters to be included in the 
engagement planning process, such as 
the following: * 

(1) Development of proposed audit 
programs. \ 
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Question 


Ye? 


Ho 


Notes or Comments 


(2) Determination of manpower require- 
ments and need for specialized 
knowledge. 








(3) Development of estimates of Cine ■ 

required to complete the engagement. 


„ - 






2. Provide procedures for maintaining the rim s 
standards of quality for the work performed. 








a. Provide adequate supervision at aJ£^ 
organizational leveis considering*! che 
trainings ability, and experience of 
the v*-- so:ine * assigned. 








b. Develop guidelines for the form aud/^ ( 
* content of working papers. 








3. Provide procedures for reviewing engagement 
X, working papers and reports. „ 






« 


a^Ji^equire that reviewers have appropriate 
competence and responsibility. 








b. Determine that work- performed is com- 
plete and conforms to the firm's 
standards of quality. 


- 






c. Describe documentation evidencing review 
' of working papers and the reviewer's 

findings. 

d. Provide >or review of the reporter an 
Appropriate individual- having no' other 
^d«onsinil v rv for the engagement. 














_ HIS.DTG f 




• 




1. Maintain a program designed to obtain 
qualified personnel 








a. Plan for the firm's personnel needs at 
* all levels' and establish quantified 
hiring objectives based on current 
clientele, anticipated growth, per- 
sonnel turnover, individual advance*- 
ment, and retirement. 






( 


w ; t)Atv<( a m Un* • nf>9 rftcul ?s Ti^^iodicaHv to 
determine whether coals and personnel 
• needs are being achieved. 
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Question 



Exhibit 12 A (page 5 of 6) 



Notes or Consents 




1. 



Inform applicants and new personnel or the - 
fira's policies and procedures relevant *co 
thea. 

a. Prepare and aaincaia a nanual* describing " 
policies and procedures fdr distribution 
Co personnel. 

PROFESSIONAL DEVELOPMENT 

Establish, guidelines and requirements for the 
fira's professional development program and 
cocaunicaca chea co personnel. 

a* Escablish conci-nuiag-^oxsssxonal ^ edu- 
cation requirements for personnel at 
each level vichin che fira. 



b. Provide personnel with professional 
literature relating. co current develop- 
ments > in professional technical standards. 

c. Monitor continuing professional education 

* programs and maintain appropriate records, 
both on r a fira and an individual . basis. 

d. Emphasise Che importance of on-the-job 
training 4 as a significant part of an ' 
individual's develo'pnent. 

: ADVANCEMENT 



1. Establish qualifications deemed necessary 
. for the various levels of responsibility 
vithin che fira. 

a. Prepare guidelines describing responsi- 
bilities at each level and expected . 
performance and qualifications necessary 
for advancement of each level. / 

b. Use a personnel manual or otHer means to 
cc:mun£catL* advancement policies -and pro- 
cedures to personnel. • 

i 

c. Gather* and evaluate information on 
performance of personnel. 
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Question 


Yes 


So 


Notes or Ccsaents 


ACCEPTANCE AND CONTINUANCE OF 'CLIENTS 








1. Establish procedures for evaluation of pro- 
speccive clients and- for their approval a£ 
clients. 








a* Consunicate with the predecessor auditor 
as required by auditing standards. 








b. Evaluate che fim T s independence and 

ability to service the prospective client. 
In evaluating the fira's ability, consi- 
der needs' for technical skills, knowledge 
of che industry, and personnel •„ 


- 






c. Infora personnel of the firs' s policies 
and procedures for accepting clients. 








INSPECTION ' 








1. Determine, the inspection procedures necessary 
to provide reasonable assurance chat the 
fira-s other quality control policies and 
procedures are operating effectively, 

G 






. ./ 

Y 


(Auditor) (Date) 

« 

• t ■ 








" < ' ' 98 









Exhibit 12B (New Mexico) 



STATS AUDITOR'S OPTICS 
AUDIT PR0C2AM 



(page 1 of 3) 



SCEOOLS 



Client : 



Period Ended 



W/P 



Done 



Period or Estantt of 















1 1 


! 1 * 




















, i 1 




1 1 



Planning the Audit 

1. Assignment aade by audit manager or 
supervisor. 

A. Engagement letter. 

B. First notification to client. 

2. Preliminary work. 
A. Review prior year: 

(1) Audit report 

(2) Wo"rk papers 
Internal control study and 
evaluation 

(4) Audit program 
Permanent file 
3. Review correspondence file. 

C. Review statutory provisions. 
A, Update permanent file with 

pertinent statutes. 
D* Start permanent file on new, clients 

Pre-audit conference with audit manager: 
or supervisor. 

A.* Second notification to client. 



4. 



ERLC 



^ (3) 

(4) 
(5) 



Pre-audit conference with client. The 

following matters should be discussed 
at this meeting. 

A. Engagement letter. 

B. Current economic climate (national/ 
state, and local) and effect on 
-client's operations. , 

C. ^Significant ^changes in client f s 
operations, accounting system, 
accounting principles, personnel, 
etc. Ate the books in balance and 
up to date? 

D. Client's financial statements. 
What is the basis of accounting? 



This is a suggested audit program that is to be used in developing a tailored 
audit* program. This audit program does not constitute an all-inclusive audit 
program. - c • 99 
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STATS AUDITOR'S QrrlCS 

AUDIT FROG&Ui , " Exhibit 12B (pa ? e 2 of 3) 



Client: . . ' . ' P eriod Ended 









W/P 


Done 


Period or Extent of . j 



Planning the Audit (cont'd) 



£• Current developments with respect , 
to audit* concerns or problems 
encountered in prior fiscal year 
examination. 

F. Disposition of prior fiscal year 
reconaendacions . 

G. Potential effect cf recent pro~ 
uouncements of AIC?A« 

H. Possible opinion qualification 
due to restrictions, if any, 
placed by client on our work or 
toown departure from GAAP. 

I. Reporting requirements and 
deadli nes u f 

J. Dates for interim elimination, 
inventory observations, etc. 

Z. If applicable, coordination 
with client's internal audi: 
staff. 

L. Assistance of client's personnel. 

in preparing work papers. 
..D#t.$^?lient.jieeds to have" report?/ 
X. Working space and access to 

building. 

0. Tour of. client's physical facili- 
ties. 

P. Type of record keeping employed 
(manual or some form of automated 
system) . 

Q. Relationship with other govern- 
mental units that say affect the 
audit. 




ERIC 
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STATS AUDITOR'S' OFFICE 
AUDIT PROGRAM 



Exhibit 12B' (page 3 of 3) 







■ 


w/p ! 
Index 


Done 

3v 


1 1 
j Feriod or Extent of 

Examination and Remarks * 


Planning che Audit (cont'd) 

5. 'Sfcond pre-audit conference ' wCcir'audic 
•manager or supervisor. 

A. Audic significance pf icems 
discussed a; meeting vich clidnt. 

B. Nature, cining and extent of audic 
procedures in critical audic 'areas. 

C; Applicability of statistical 

sampling ccchniques. 
0/ Number of auditors required. 

6. After the second pre-audit conference, 
. prfepare the audit planning, memorandum, 

■sinrrarizing the pre- audit confer- 5 
ences. 

7. Qbtain the audit manager's or super- 
visor's approval of tha audit pro-. * 
gram and time budget. (This step to » 
be completed after the audit ^program 
«nd time budget have been prepared.) v 


< 


1 




- 










i = — ; 




• 


\ 
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Exhibit 13A. (North Carolina) 
Audit From 



RECORDS TO BE OBTAINED FROM STATE OFFICE 



(page 1 of 2) 



SCHEDULE , PAGE 



DATE 



, AUDITOR 



Statement of cash receipts and disbursements: 
Xerox copy of project ledger cards 



Secured By: 



ROPT's 



Statement of budget disbursements and obligations outstanding: 
Xerox copy of budget 



Xerox copy of all amendments 



Final financial completion report 



List of outstanding obligations at state level 



Salary Analysis: 

Certification that instructional personnel paid correct amounts 
- spot at least 6 months 



List of all personnel or payroll, position, salary 



Target Area Selection: 

Copies of pages 1 and 2 of Project Application 



Maintenance of Effort: 

Copies of pages from Statistical Profiles 



Selection of Participants; _« 

Copy of page 8 from project application 



Copy of Statement by Ag2ncies providing Services in coordination with 
Title I Activities from project application 



Copy of Project Narrative - Selection Criteria from project application 
application 



Project Information - Information sheet from correspondence file. 
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Exhibit 13A (page 2 of 2) 

INFORMATION OR DOCUMEN T OBTAINED' AT LEA 

CO 



/ 



AVAILABLE 


NOT AVAILABLE 


• 




1 

i • 


Accounting Records, Ledger Cards. 




2. 


Logs to document expenses. 






Bank Statements for project period. 




4. 


Deposit slips and reconciliation. 




c 


List of outstanding obligations. 




g 


Pavroll data records. 




7. 


Time records for prorated positions. 




8. 


Supplement schedules and minutes of board approvals 




' 9. 


Increment, schedules for principals. 




10. 


Workmen's compensation policy. 




n. 


List of participating children. 




12. 


List of crn lorsn engiuie iur • iuhwis-^* 




13. 
14. 


Principals monthly report for Sept., Oct., or Nov, 
(MIS-601) v 
Equipment control records. 




15. 


Mobile units locations. 




16. 


PAC chairman's name and address. 




17. 


CPA Report. 



Explain any records not available: 
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Exhibit 13B. (North Carolina) (page l of 2) 



SCHEDULE , PAGE 



DATE AUDITOR 



AUDITOR'S QUEST IONAIRE — LEA Superintendent 

In general conversation include at least 
the following? 

SUPERINTENDENT 

— r» * 

1. Does the SEA Auditor have the cooperation and permission of the LEA Superintendent 

to: . 

A, Interview, Seek Information and assistance from personnel in the 
LEA in connection with ESEA Title I operations? 

9 

Findings: Yes No " 

Comments: 



B. Review accounting records, project records, files, documents and other 
materials maintained by the LEA relating to the ESEA Title I project? 

Findings: Yes ' No 

Comments: 



2. Determine name and proper title of person (s) ui^ctly- responsible to the LEA 
Superintendent for the conduct and operation of ESEA Title I programs. 

Findings: 



3. Has the Superintendent assigned duties to the Director of the ESEA Title I 
program other than those directly related to the pfogram? 

Findings: Yes 4 No 

Comments: 



4. . What are these additional duties assigned in item 3 above? 

Findings: 

5, Has the Superintendent instructed that salaries be prorated accordingly? 
Findings: Yes No 



Comments: 

. i05 
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AUDITOR'S qUESTIONAIRE CONTINUED: 



Exhibit 13B (page 2 of 2) 

schedule: ; haul 



DATE _, AUDITOR 



6. Will the Superintendent be available for a conference (exit Conference) at 
the completion of the on-site audit? 

Findings : Yes No 

Comments: 



-. i 
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Exhibit 13C. (North Carolina) 
AUDITOR'S QUEST IONA IRE —LEA Director 

DIRECTOR 

1. What are the duties assigned to this position? 
Findings: 



SCHEDULE , PACE _ 
JDATE , AUDITOR 



(page 1 of 2) 



2. Is this a full-time position, if not, does the Director prorate his salary 
and keep time records? 



Findings: 



Yes 



No 



Comments: 



3. Are- lists of students participating and target schools available? 
Findings: Yes No 

Comments: 

4. Are these lists (item 3 above) complete and accurate? 
Findings: Yes No 

Comments: 

5. Are names and duties of Non- Instructional staff available? 
Findings: Yes No j 

Comments: 



6, Are project files well organized? 

Findings: Yes No 

Comments: 



7, Are inventory records available? 

Findings: Yes _____ No 

Comments: 107 



AUDITOR'S QUEST IONAI RE 
DIRECTOR (CONTINUED) 



8. Are accounting records organized? 
Findings: Yes No ■ 

Comments: 

9, Are records available to support maintenance of fiscal efforts? 

i 

Findings: Yes , ! No_ 

Comments: 

10. Are records available to support school attendance area selection? 
Findings: Yes ^_ No 

Comments: 

11. Are records available to support selection of participants? 
Findings: Yes No 

Comments: 

12. Are records available to document Private School participation? 
Findings: Yes No 

Comments : 
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SCHEDULE , PAGE 



v 



DATE , AUpiTOR 
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Exhibit 13D. (North Carolina) (page 1 of 4) 

Audit Report 



SECTION 127(A) . ■ > 

f, Sec. 127. . (a) RECORDKEEPING. — Each local educational agency 
which receives funds 1 under this title shall keep such records 
and afford such access thereto as the State educational agency shall 
prescribe, including records which fully disclose the amount. and 
disposition of such funds, the total cost of programs and projects 
in connection with which funds are used, the amount of the portion 
of the cost of the program or project supplied by other sources, 
and such other records as will facilitate an effective audit. 
Whenever a local educational agency carries on a single compensatory 
education program paid fdr out of funds under this. title as well 
as State or local funds which meets all of the requirements of 
this title and whenever, under section 131, the local educational 
agency excludes expenditures from State and local sources in deter- 
mining compliance with section 126 (b) and (e), the State educational 
agency need not require the Federal funds to be accounted for 
separately. In any proceeding, State or Federal, for the recoup- 
ment of any such funds which were misspent or misapplied, the per- 
centage of the funds so misspent or misapplied which shall be deemed 
to be Federal funds shall be equal to the percentage of the funds 
used, or intended for use, for the program or project which were 
Federal funds. 
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Schedule Page 

Oat e . Auditor's Initials 

Exhibit 13D (page 2 of 4) 

The audit of ^ has been performed in 

accordance with generally accepted auditing standards upon the 
operation of this grantee for conformance with the compliance 
with the legal and regulatory requirements. ■ 

The grantee has/has not met compliance with Section 

Auditor's Statement: 
A'. Compliance item(s) tested: , 



' B. The nature of the test(s) performed: 



C. The extent of the test(s): 



D. The results: 
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Exhibit- 13D (page 3 of 4) 



SECTIO '134 

"Sec. 134. Notwithstanding any provision of subpart 3 of this 
part, personnel paid entirely by funds made available' under this, 
mey be assigned to certain limited, rotating, supervisory duties 
not related to classroom instruction, the benefits of which are not 
limited to participating children under this title. Such duties 
may include only those to which similarly situated personnel not 
hired with funds made available under the title are assigned at the 
same school site y and for which such similarly situated personnel 
are paid, and may not exceed the same proportion of total time 
as similarly situated personnel at the same school site, or 10 per 
centum of the total time, whichever is less." 
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Schedule Page 

. | .Dat a Auditor's Initials 

Exhibit 13D (page 4 of 4 X 

The audit of , ; , r.as been performed in 

accordance with generally accepted auditing standards upon the 
operation of this grantee for conformance with the compliance 
with tha legal and regulatory requirsr-snts. 

The grantee has/has not net co.-plii?ce with Section . 
Auditor's Statecant: 0 

t. 

Pi. Compliance its=(s) testad: 



The nature of the 


test(s) parfonrad: . 
















» 


The extent <# the 


tast(s): 















D. The results: ' 
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Exhibit 14. (Oklahoma) rpage ^ of 1} - 

• Audit Procedures 



ComparabI 1 I ty * 

a. Compare Title I schools identified on the comparability^ 
report with the Title-! school's 1 is ted on the approved 
application to verify uniformity. 

FINDINGS: 



b. Rev 
regu 



iew the LEA's grouping of schools for "adherence to 
ulations. „v 



FINDINGS: 



c. Review the LEA's comparability working papers for math- 
ematical accuracy. 

. FINDINGS: 



d. Review sample of enrol Iment -<to£$-. employee records, "payrol 
records, salary schedules, personnel schedules , etc. , to 
determine if comparability was computed as required by 
regulations. 

FINDINGS: * I J 
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Exhibit M. (South Dakota) - Audit Report 
3. EXPENDITURES RELATED TO RANKING OF PROJECT AREAS AND SCHOOLS 



(page 1 of 2) 



Section 124(e) 

"A local educational agency may receive fundus un- 
der this title only 1f such funds , are allocated 
among project areas or schools for programs and 
projects assisted under this title on the basis 
of the number and needs of children to be served 
as determined in accordance wjth section 123. " 



NOT APPLICA3LE - LEA serves only one^elementary and/or second- 
ary Title I attendance area % 

Compliance Status of Expenditures Related to Ranking 

a. The LEA has provided Title I staff and resources for, 
instructional and supporting services on the same 
basis in each project area or school, or 

b. The LEA has ^equitably allqcated f unds among project 
areas on the basis of the number of children served 



MA 


Yes 


| No 





















Oollar Allocation Summary 




Summary Comparison of Staffing Ratio 


Dollars 
Per School 


Partldp. 
Duo. Count 


Oollars 
Per Parti. 


Attendance Area 

or School 


Eliglb. 
Enroll. 


READING 


MTH 


Needs 


Partic. 


FTc | Ratio 


Needs 


Partic. 1 FTE I Ratio 




























































































































< 














































































































































TOTALS/ AVERAGES 





















Notes and Narrative Data: 
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4. EVALUATION 



Exhibit 15 (page 2 of 2) 



Section 124(g) . ^ 

"A local educational agency may receive funds 
under this title only if — 
"(1) effective procedures are adopted for evalua- 
ting, in accordance with the evaluation schedule 
promulgated by the Commissioner under section 
133(g), the effectiveness of the programs assisted 
under this title in meeting the special educational 
needs of educationally deprived children; 
"(2) such evaluations will Include, during each 
three-year period, the collection and analysis of 
data relating to the degree to which programs as- 
sisted under this title have achieved their goals, 
including the requirements of section 130* and 
will also include objective measurements of educa- 
tional achievement in basic skills over at least 
a twelve-month period in order to determine whether 
regular school year programs have sustained effects 
over the summer; and 

11 (3) the evaluation will address the purposes of 
the programs, including the requirements objection 
130, and the results of the evaluations vail be 
utilized in planning for and improving projects 



and activities carried out under 
subsequent years." 



this title in 



Evaluation Instrument and Schedule Summary: 



MCE gains for two previous years: 
FY : Reading ; Math, 

fY : Reading ; Math 



I. A. 
I. A. 



Compliance Status of Evaluation 

a. Representativeness of evaluation findings: Conclusions 
apply to the persons or schools served by the project 

b. Reliability and validity of instruments and procedures: 

1. They consistently and accurately measure the 
objectives of the project 

2. They are appropriate considering factors such as age 
or background of persons served by the project 

c. The evaluation 'procedures minimize chance for errors: 

1. The instruments are properly admininstered 

2. Scoring and^ transcription of the data is accurate 

3. Analysis procedures used are appropriate for the 
assumptions from the data 

d. Valid assessment of achievement gains in: 

1. Reading, Math, and Language Arts in grades 2-12 

2. Language Arts does not include a project designed to 
teach English to non-English speaking children 

e. Appropriate procedures O to evaluate sustained gains 
are included in the evaluation plan 

Notes and Narrative Data: 



Yes 



No 



1» 



Name of Test 


Grades 
Tested 


Testina Oates 


Pre I Post 






1 






1 






1 






I 
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Exhibit 16. (Tennessee) 
Audit iteport 



(page 1 of 2) 



D SUPPLET-gSTAL USE OF FUNDS AND Auditor's 
COCTAiUaiLITY SERVICES Date Initials 

1., Obtain Copies of comparability studies and other 
. information submitted to the SEA to show that 
State ana local funds are used to provide target 
schools services comparability to services in ■ *~ 
nontarget schools. Evaluate the reasonableness 
of the information considering the policies 
identified in step 1 and determine whether: 
(llSa.26) 

a. data meets the minimum requirements of Title 1 
regulations regarding comparability of teacher- 
pupil ratios and per pupil expenditures. 

(lloa.25 (e) , 
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b. data is readily supportable by records of 
expenditures, personnel assignments/ and 
pupil attendance. 

• • * 

Test the validity of information obtained in the 
above steps at selected target schools, and non- 
target schools serving the same grade levels. 
Obtain fr§p school records and discussions 
with school principals and teachers information 
for making an independent comparison of staffing. 
Document aqd disparties. 

Determine that training provided to specialists, 
classroom teachers, and aides is directly educati- 
tionallv deorived children (116a, 36 (a) 
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Exhibit 16 (page 2 of 2) 

Auditor 's 
Da to Initials 



Determine that no services generally provided, 
to ail children are paid for from Title 1 funds 
(115.40) 

Determine whether the LEA considered in it's 
aoolication benefits which may have been availaole 
through other public and private agencies which 
would contribute toward meeting the needs or _ 
educationally deprived children, (115.41) 

Obtain copies of LEA records that will show 
oersonnel assigned to target schools and the 
sources of funds used to pay salaries at tne^ 
schools for the period under review. Determine 
the extent the use "of Title 1 funds actually 
increased the level of staffing at the target 
schools as opposed to merely funding positions 
previouslv financed with State and local runds. 
Did Title 1 oav for the excess cost of services 
provided to participants or replace State and 
local funding? (115. 40) 

Evaluate anv bindings in light of information 
submitted to SEA with the LEA's project appli- 
cation- The auditor should . conclude whetner 
(1) the information was sufficient to assure 
the SEA that Title 1 funds would not be usaa 
to~sua=lant State and local funds, (2) 
the LEA orovided comparable services in target 
schools," and (3) the project was implementec in 
the manner described in the project application. 
(115.40) 
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Exhibit 17. (West Virginia) 



(page 1 of 2) 



EXCESS COST-SUPPLEMENT/SUPPI.ANT 



1 .' Titfe I expenditures are used to provide only services that the 
applicant is not required to provide with !»tate and local funds. 



Yes No .N.I . W.P. 



2. Title I funds have not been used to fund programs which replace 
similar programs supported in previous year by non-federal funds. 



Yes 



No 



N. I . 



W.P. 



3. Title I funds are not providing^any services, incl uding services 
provided under a special program, that is the same as of similar to 
a service required by law. - \ / 



Yes 



No 



N. I 



W.P. 



Are Title I -employees restricted from substituting for regular personnel 
absences? 



Yes 



No 



N. I . 



W.P. 



The total Title I instructional time per child does not exceed 2Q% 
of the total instructional time computed on a per day, per week, per 
month, per year basis. .* 



Yes 



No 



N.I . 



W.P. 



WEST VIRGINIA BOARD OF EDUCATION RECOMMENDED INSTRUCTIONAL TIME PER DAY 



Grade K-3 


Grade 4-6 


Grade 7-12 


Per Day o 
31 5 Minutes 


20% 

63 Minutes 


Per Day 
3^5 Minutes 


20% = 

69 Minutes 


Per Day 
375 Minutes 


20% = 

75 Minutes 
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Documents Reviewed: 



Exhibit 17 (page 2 of 2) 



Comments : 
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APPENDIX A 



Sources cf Information on Exemplary Materials 



Educ. Program Dir. Chapter 1 
Arizona Dept. of Education 
1535 W. Jefferson St. 
Phoenix, AZ 85007 

Asst. Supt. for Compensatory Educ. 
California Dept. of Education 
721 Capitol Mall, 3rd floor 
Sacramento, CA 95814 

Supervisor, Chapter 1 
Colorado Dep.. of Educ* 
201 East Colfax Street 
Denver, CO 80203 

Director, Compensatory Education 
Georgia Dept. of Education 
State Office Building 
Atlanta, GA 30334 

Education Specialist, Disadvantaged 
Hawaii Dept. of Education 
1270 Queen Emma St., Room 1002 
Honolulu, HI 96813 

Manager, Compensatory Educ* Sect. 
Illinois Dept. of Education 
100 North First Street 
Springfield, IL 62777 

Director, Chapter 1ECIA 
Indiana Dept. of Publ. Instr. 
State House, Room 229 
Indianapolis, IN 42604 

Chief, Chapter 1 ECIA 
Iowa Dept. of Public Instr. 
Grimes State Office Bldg. 
Des Moines, IA 50319 



Coord., State & Fed. Pgms. Admin. 
Kansas Dept. of Education 
120 East 10th Street 
Topeka, KS 66612 

Coordinator, Chapter 1 

Missouri Dept. of Elem. & Sec. Educ* 

P. Q. Box 480 

Jefferson City, M0 6 5102 

Director, Chapter 1 
Nebraska Dept. of Education 
P. 0. Box 94987 
Lincoln, NE 68509 

State Director, Chapter 1 
New Mexico Dept. of Education 
Education Building 
Santa Fe, NM 87501 

Director, Compensatory Education 
North Carolina Dept. of Publ. Instr. 
Education Building 
Raleigh, NC 27602 

Director, Compensatory Educ. 
Oklahoma Dept. of Education 
2500 North Lincoln 
Oklahoma City, OK 73015 

Coordinator, Chapter 1 ECIA 

Div. of Elementary & Secondary Educ* 

State Office Building #3 

Pierre, SD 57501 

Director, Compensatory Education 
Tennessee Dept. of Education 
Room 111, Cordell Hull Bldg. 
Nashville, TN 37219 

Director, Compensatory Education 
West Virginia Dept. of Education 
Capitol Complex, Raw 252, Bldg. 6 
Charleston, WV 25304 
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